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S.  929  THE  DEPARTMENT  OF  COMMERCE 
DISMANTLING  ACT 


TUESDAY,  JULY  25,  1995 

U.S.  Senate, 
Committee  on  Governmental  Affairs, 

Washington,  DC. 

The  Committee  met,  pursuant  to  notice,  at  2:31  p.m.,  in  room 
SD-342,  Dirksen  Senate  Office  Building,  Hon.  William  V.  Roth, 
Chairman  of  the  Committee,  presiding. 

Present:  Senators  Roth,  Cohen,  Thompson,  Smith,  Grassley, 
Glenn,  Pryor,  Dorgan,  Akaka,  Lieberman,  and  Levin. 

OPENING  STATEMENT  OF  CHAIRMAN  ROTH 

Chairman  RoTH.  The  Committee  will  please  be  in  order. 

Today,  the  Committee  on  Governmental  Affairs  will  consider  re- 
structuring of  the  missions  and  functions  of  the  Department  of 
Commerce.  Likewise,  we  will  address  the  Department  of  Commerce 
Dismantling  Act  introduced  by  Senator  Abraham. 

There  is  no  better  place  to  start  restructuring  our  Government. 
The  Commerce  Department  administers  scores  of  unrelated  pro- 
grams in  16  operating  units.  It  is  such  a  mixed  bag  of  odds  and 
ends  that  it  has  been  described  by  a  former  Secretary  as  the  hall 
closet  where  you  stick  everything  that  does  not  fit  anywhere  else. 
According  to  a  recent  Business  Week  poll,  two  out  of  three  business 
executives  support  its  elimination. 

In  1977,  I  first  introduced  a  bill  to  eliminate  the  Department  of 
Commerce.  This  was  long  before  Bill  Clinton  became  President  and 
long  before  Ron  Brown  became  secretary.  This  is  not  a  new  idea 
but  it  is  an  idea  whose  time  has  come. 

This  administration  came  to  power  declaring  itself  to  be  an  agent 
of  change,  and  from  press  reports  of  the  Secretary's  prediction  yes- 
terday that  the  President  would  veto  any  bill  to  dismantle  the  De- 
partment, we  can  only  conclude  that  the  administration  is  now  a 
defender  of  the  status  quo. 

The  Department  is  a  tangled  web  of  bureaucracy,  even  by  Wash- 
ington standards.  Commerce  has  more  layers  than  a  Vidalia  onion. 
Its  legions  of  political  appointees  sport  more  fancy  titles  than  Brit- 
ish royalty.  The  many  missions  addressed  by  the  Department — 
trade,  natural  resources,  science,  technology,  and  economics — are 
areas  in  which,  according  to  GAO,  at  least  18  other  Federal  agen- 
cies also  have  roles.  This  amounts  to  wholesale  duplication  and 
fragmentation  across  the  Government  and  it  leads  us  to  ask  some 
fundamental  questions. 

(1) 


Why  do  eight  different  agencies  scattered  throughout  the  Govern- 
ment play  a  role  in  environmental  stewardship?  Why  do  over  70 
agencies  gather  and  disseminate  statistics?  Is  it  necessary  that  four 
Departments,  the  Departments  of  Commerce,  Defense,  Energy, 
Transportation,  all  offer  similar  subsidies  to  high-tech  start-ups?  Is 
it  right  that  trade  promotion,  one  of  our  most  critical  activities,  be 
spread  among  14  agencies? 

These  are  important  questions,  but  Commerce  is  only  our  start- 
ing point.  We  must  expand  our  inquiry  in  the  days  ahead  to  de- 
velop an  organization  for  the  Federal  Government  of  the  21st  cen- 
tury. American  citizens  are  concerned  about  their  Government,  a 
Government  that  costs  too  much  and  does  not  deliver  the  kind  of 
performance  that  it  should.  They  have  demanded  a  Government 
that  costs  less  but  works  better.  It  is  this  Committee's  responsibil- 
ity and  intention  to  give  them  one. 

I  will  ask  that  my  full  statement  be  included  as  if  read. 

[The  prepared  statement  of  Chairman  Roth  follows:] 

PREPARED  STATEMENT  OF  CHAIRMAN  ROTH 

Today,  the  Committee  on  Governmental  Affairs  will  consider  restructuring  of  the 
missions  and  functions  of  the  Department  of  Commerce.  Likewise,  we  will  address 
the  Department  of  Commerce  Dismantling  Act,  introduced  by  Senator  Abraham. 

There  is  no  better  place  to  start  restructuring  our  government.  The  Commerce  De- 
partment administers  scores  of  unrelated  programs  in  sixteen  operating  units.  It  is 
such  a  mixed  bag  of  odds  and  ends  that  it  has  been  described  by  a  former  Secretary 
as  "the  hall  closet  where  you  stick  everything  that  doesn't  fit  anywhere  else."  Ac- 
cording to  a  recent  Business  Week  poll,  two  out  of  three  business  executives  support 
its  elimination. 

In  1977  I  first  introduced  a  bill  to  eliminate  the  Department  of  Commerce.  This 
was  long  before  Bill  Clinton  became  President,  and  long  before  Ron  Brown  became 
Secretary.  This  is  not  a  new  idea,  but  it  is  an  idea  whose  time  has  come. 

This  Administration  came  to  power  declaring  itself  to  be  an  agent  of  change.  From 
press  reports  of  the  Secretary's  prediction  yesterday  that  the  President  would  veto 
any  bill  to  restructure  the  Department,  we  can  only  conclude  that  the  Administra- 
tion is  now  a  defender  of  the  status  quo. 

The  Department  is  a  tangled  web  of  bureaucracy,  even  by  Washington  standards. 
Commerce  has  more  layers  than  a  Vidalia  onion.  Its  legions  of  political  appointees 
sport  more  fancy  titles  than  British  royalty. 

The  myriad  missions  addressed  by  the  Department — trade,  natural  resources, 
science,  technology,  and  economics — are  areas  in  which,  according  to  GAO,  at  least 
eighteen  other  Federal  agencies  also  have  roles.  This  amounts  to  wholesale  duplica- 
tion and  fragmentation  across  the  government.  And  it  leads  us  to  ask  some  fun- 
damental questions. 

Why  do  eight  different  agencies  scattered  throughout  the  government  play  a  role 
in  environmental  stewardship? 

Why  do  over  seventy  agencies  gather  and  disseminate  statistics? 

Is  it  necessary  that  four  departments — the  Departments  of  Commerce,  Defense, 
Energy,  and  Transportation  all  offer  similar  subsidies  to  high  tech  start-ups? 

Is  it  right  that  trade  promotion — one  of  our  most  critical  activities — be  spread 
among  fourteen  agencies? 

These  are  important  questions.  But  Commerce  is  only  our  starting  point.  We  must 
expand  our  inquiry  in  the  days  ahead  to  develop  an  organization  for  the  Federal 
Government  of  the  21st  Century. 

American  citizens  are  concerned  about  their  government — a  government  that 
costs  too  much  and  doesn't  deliver  the  kind  of  performance  that  it  should.  They  have 
demanded  a  government  that  costs  less  and  works  better.  It  is  this  committee's  re- 
sponsibility and  intention  to  give  them  one. 

Today's  government  was  designed  according  to  the  management  theories  and 
needs  of  the  mid-20th  century.  In  the  last  decade,  while  the  private  sector  has  been 
restructuring  for  survival,  government  has  been  stuck  in  a  time  warp.  It  has  sys- 
tematically failed  to  take  advantage  of  new  ideas  and  emerging  technologies  of  the 
information  age  to  better  meet  the  needs  of  citizens,  businesses,  and  the  government 


itself.  Consequently,  nothing  less  than  a  top-to-bottom  restructuring  of  our  entire 
government  will  meet  the  public's  mandate  for  change. 

One  advantage  of  our  late  start  is  that  there  is  now  a  wealth  of  experience  from 
which  we  can  learn — both  successes  to  emulate  and  pitfalls  to  avoid — from  the  pri- 
vate sector  and  foreign  governments  who  are  years  ahead  us. 

One  lesson  is  that  restructuring  must  be  guided  by  a  sound  blueprint  for  the  fu- 
ture, a  coherent  set  of  management  principles,  and  comprehensive  planning.  Devel- 
oping such  a  framework  will  be  our  highest  priority  in  the  months  ahead. 

Another  lesson  is  that  we  must  be  smart  about  where  we  look  for  pay-offs.  Our 
principal  focus  should  be  on  identifying  similar  activities  across  the  government. 
These  will  yield  two  types  of  opportunities:  savings  to  be  gained  from  eliminating 
unnecessary  functions  throughout  the  government;  and  service  improvements,  from 
consolidating,  integrating,  and  automating  similar  functions  in  different  operating 
units. 

There  is  no  substitute  for  the  painstaking  analysis  that  will  be  required.  Simply 
consolidating  today's  thirteen  departments  into  a  smaller  cabinet,  as  some  have  pro- 
posed, might  risk  missing  these  opportunities  and  creating  even  more  unmanage- 
able mega-bureaucracies.  In  a  world  in  which  top  performing  organizations  are 
being  "smart-sized"  into  leaner,  flatter,  more  agile  structures,  this  would  be  a  colos- 
sal mistake,  and  a  gigantic  step  backwards. 

We  must  also  avoid  a  "divide  and  conquer"  approach  in  which  agencies  are  elimi- 
nated by  simply  transferring  their  functions  to  other  agencies.  Such  an  approach 
risks  missing  opportunities  for  deeper  cuts  and  broader  consolidations,  and  could  re- 
sult in  even  worse  service.  If  it  is  not  certain  that  transfers  will  improve  services, 
we  should  keep  functions  intact  in  "holding  patterns"  until  the  bigger  picture  be- 
comes clear  as  to  where,  in  the  long  run,  they  will  best  fit. 

We  have  much  to  learn  from  the  British,  Australian,  and  New  Zealand  experience 
with  "executive  agencies."  As  we  look  for  ways  of  restructuring  our  sub-cabinet 
agencies  to  make  them  leaner,  smarter,  and  more  agile,  we  should  consider  borrow- 
ing from  this  promising  approach.  We  must  also  keep  an  open  mind  to  fast  response, 
one-stop-shopping,  and  other  high  tech  innovations  of  the  private  sector. 

These  are  a  few  of  the  issues  we  will  begin  raising  today,  and  will  develop  further 
in  the  months  ahead  as  we  develop  a  framework  for  examining  other  missions  and 
agencies. 

Chairman  ROTH.  I  believe  we  have  the  distinguished  majority 
leader.  I  know  other  members  may  have  statements,  but  we  are 
going  to  ask  Senator  Dole  to  please  come  forward  and  proceed  with 
his  statement. 

Senator  COHEN.  Mr.  Chairman,  I  will  yield  to  the  majority  lead- 
er. 

Chairman  ROTH.  I  thank  you  for  your  courtesy. 

Senator  Dole.  It  is  the  first  time.  [Laughter.] 

Chairman  ROTH.  It  is  nice  to  have  you  here,  Senator  Dole. 

Senator  Cohen.  It  could  be  the  last. 

TESTIMONY  OF  HON.  ROBERT  DOLE,  U.S.  SENATOR  FROM  THE 

STATE  OF  KANSAS 

Senator  Dole.  Mr.  Chairman,  we  have  the  debate  on  Bosnia  on 
the  floor  and  I  will  just  take  a  minute  or  two,  if  it  is  all  right  with 
the  Chairman,  and  ask  that  my  statement  be  a  part  of  the  record. 

Chairman  ROTH.  Without  objection. 

Senator  Dole.  I  want  to  just  highlight  a  couple  of  areas.  Every- 
body has  some  idea  on  how  we  can  reduce  the  size  of  Government 
and  how  we  can  reduce  the  cost,  but  it  is  always,  do  not  do  it  here 
or  do  not  do  it  here  or  do  not  do  it  here.  It  seems  to  many  of  us, 
I  hope  Republicans  and  Democrats,  that  we  are  headed  in  the  right 
direction  when  we  talk  about  elimination  of  departments. 

I  have  talked  about  eliminating  four  departments.  Maybe  it  can 
be  done,  maybe  it  cannot  be  done,  but  it  seems  to  me  that  the  Com- 
merce Department  is  certainly  one  we  ought  to  start  looking  at  for 
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the  very  reasons  that  the  Chairman  suggests,  but  also  to  reduce 
the  deficit,  to  reduce  spending,  and  what  we  do  with  our  money. 

I  do  not  think  that  the  decision  to  ehminate  the  Department  of 
Commerce  was  a  very  difficult  one.  That  was  the  first  target  and 
it  was  not  a  hard  one.  It  has  been  around  since  1903.  It  has  become 
the  basement  of  the  Federal  bureaucracy,  a  storage  room  for  forgot- 
ten and  misbegotten  programs.  That  is  not  just  the  verdict  of  this 
Senator  but  it  is  shared  by  its  own  Inspector  General,  who  called 
Commerce  a  "loose  collection  of  more  than  100  programs,"  and  the 
General  Accounting  Office,  which  said  that  it  shared  its  mission 
with  at  least  71  Federal  departments,  agencies,  and  offices. 

Worse  than  keeping  its  own  house  in  disorder,  it  forms  a  barrier 
to  putting  our  fiscal  house  in  order.  In  1966,  the  Department  of 
Commerce  spent  $396  million.  Thirty  years  later,  in  1996,  the 
present  budget  estimates  are  about  $4.1  billion.  So  over  those  30- 
some  years,  it  will  have  spent  about  $64  billion.  With  a  budget  def- 
icit of  $200  billion  and  our  national  debt  approaching  $5  trillion, 
the  clutter  and  expense  of  the  Commerce  Department  is  something 
we  can  no  longer  afford. 

I  will  conclude,  but  there  are  a  lot  of  things  we  can  look  at.  Some 
people  do  not  want  to  change  anj^thing.  Some  may  want  to  expand 
the  Government.  I  think  we  all  understand  we  have  a  problem,  and 
if  this  is  not  the  right  way  to  go,  and  I  am  certain  we  will  find  oth- 
ers who  disagree,  maybe  they  can  lead  us  in  the  right  direction. 
But  it  seems  to  me  that  if  we  are  going  to  kick  the  habit,  we  ought 
to  start  now. 

Having  said  that,  I  will  go  back  to  Bosnia  and  leave  you  with  the 
Commerce  Department.  I  ask  that  my  entire  statement  be  put  into 
the  record. 

[The  prepared  statement  of  Senator  Dole  follows:] 

PREPARED  STATEMENT  OF  SENATOR  DOLE 

Mr.  Chairman,  a  few  months  ago  I  said  there  are  "entire  Cabinet  departments 
where  the  best  thing  we  could  do  is  turn  out  the  lights,  lock  the  doors,  and  send 
the  workers  home."  Today,  I  am  pleased  to  update  you  on  that  effort,  and  testify 
in  strong  support  of  S.  929  to  eliminate  the  Department  of  Commerce. 

The  proposal  for  elimination  of  Commerce  has  been  included  in  the  Budget  Reso- 
lution conference  report.  The  bill  before  this  Committee  today  is  a  joint  product  of 
the  Senate  and  the  House.  I  believe  both  these  actions  demonstrate  the  wide  sup- 
port for  the  Department  of  Commerce's  elimination.  Mr.  Chairman,  you,  along  with 
Senators  Abraham  and  Faircloth  are  leading  a  Senate  task  force  that  produced  this 
legislation  and  I  want  to  thank  you  for  your  help  in  this  important  effort.  In  the 
House,  Representative  Chrysler  (MI)  and  Representative  Brownback  (KS)  have  led 
the  effort.  Together,  you  have  done  a  great  job. 

My  intention  to  eliminate  four  cabinet  agencies,  and  this  bill  to  eliminate  the 
Commerce  Department,  are  the  product  of  one  basic  understanding:  Reducing  the 
size  of  the  deficit  and  reducing  the  scope  of  the  Federal  Government  are  the  two 
most  important  jobs  facing  this  country  and  therefore  this  Congress.  We  must  strive 
to  do  both.  To  reduce  the  deficit,  we  must  reduce  the  spending,  and  to  reduce  the 
spending  we  must  reduce  what  does  the  spending — the  Federal  Government. 

The  decision  to  make  the  Department  of  Commerce  the  first  target  was  not  a  hard 
one.  The  Department  of  Commerce  has  been  around  since  1903.  Since  that  time  it 
has  become  the  basement  of  the  federal  bureaucracy — a  storage  room  for  forgotten 
and  misbegotten  programs.  This  is  not  just  my  verdict  but  is  shared  by  its  own  In- 
spector General,  who  called  Commerce  a  "loose  collection  of  more  than  100  pro- 
grams," and  the  General  Accounting  Office  which  said  that  it  shares  its  "mission 
with  at  least  71  federal  departments,  agencies,  and  offices." 

Worse  than  keeping  its  own  house  in  disorder,  it  forms  a  barrier  to  putting  our 
fiscal  house  in  order.  In  1966,  the  Department  of  Commerce  spent  $396  million. 
Thirty  years  later,  in   1996  the  president's  budget  estimates  that  Commerce  will 


spend  $4.1  billion.  Over  those  30  years  it  will  have  spent  $64  billion.  With  a  budget 
deficit  of  $200  billion  and  a  national  debt  approaching  $5  trillion,  the  clutter  and 
expense  of  the  Commerce  Department  is  something  we  can  no  longer  afford. 

In  general,  this  legislation  eliminates  entirely  all  duplicative  and  non-essential 
functions  now  done  by  the  Commerce  Department.  For  the  functions  that  are  impor- 
tant and  still  need  to  be  done,  this  bill  transfers  them  to  where  they  will  be  done 
better,  thus  minimizing  overhead  and  streamlining  government.  Finally,  the  bill  re- 
quires privatization  to  be  explored  and  user  fees  to  be  implemented  wherever  pos- 
sible. By  so  doing,  it  not  only  achieves  current  savings,  but  future  ones  as  well. 

Significantly,  it  does  not  create  a  single  new  agency — that  is  a  habit  that  we  are 
just  going  to  have  to  try  and  kick. 

With  regard  to  some  of  the  specifics,  the  Department's  unnecessary  and  downright 
wasteful  functions  are  eliminated — functions  such  as  its  administrative  overhead, 
the  United  States  Travel  and  Tourism  Administration  (USTTA)  and  the  Economic 
Development  Administration  (EDA).  Its  economic  statistic  functions  are  moved  to 
the  Federal  Reserve  so  that  their  integrity  is  insured.  The  Census  Bureau  is  moved 
to  the  Treasury  Department  with  the  stipulation  that  the  General  Accounting  Of- 
fice's recommendations  be  implemented  and  $1  billion  be  saved. 

The  Technology  Administration  is  largely  eliminated.  The  government  should  not 
be  in  the  business  of  "picking  winners  and  losers."  In  the  case  of  the  Advanced  Tech- 
nology Program,  having  the  government  instruct  the  private  sector  is  like  a  turtle 
telling  a  horse  how  to  run.  The  Patent  and  Trademark  Office  is  transferred  to  the 
Department  of  Justice  as  proposed  earlier  by  President  Reagan. 

I  realize  that  there  is  a  lot  of  concern  about  NOAA  (the  National  Oceanic  and  At- 
mospheric Administration)  and  the  National  Weather  Service.  Let  me  reassure  you 
that  this  bill  not  only  protects  the  essential  functions,  but  improves  them  by  putting 
them  where  they  should  have  been  in  the  first  place.  The  National  Marine  Fisheries 
service  is  split  up  among  the  Coast  Guard,  the  Fish  and  Wildlife  Service,  and  the 
USDA.  The  National  Ocean  Service  is  transferred  to  the  U.S.  Geological  Survey  and 
Interior.  Most  importantly,  the  National  Weather  Service  is  not  only  transferred  to 
the  Department  of  the  Interior,  but  is  strengthened. 

Regarding  Commerce's  trade  functions,  in  which  you  have  a  special  interest,  Mr. 
Chairman,  these  are  mostly  moved  to  the  Office  of  the  U.S.  Trade  Representative. 
I  know  you  have  a  longstanding  interest  in  consolidating  the  government's  widely- 
scattered  trade  functions.  I  know  the  business  community  has  expressed  concern 
about  these  provisions,  lest  functions  in  the  trade  area  be  dispersed  when  they 
should  be  kept  together.  This  bill  does  not  disperse  the  trade  functions.  They  are 
kept  together,  consolidated  at  the  Office  of  the  USTR.  There  may  be  a  fev/  addi- 
tional changes  that  need  to  be  made,  with  a  view  toward  truly  streamlining  the 
trade  and  trade  promotion  functions  of  the  Federal  Government.  I  look  forward  to 
working  with  you,  Mr.  Chairman,  and  members  of  this  Committee,  and  the  business 
community,  to  refine  further  this  part  of  the  bill.  Overall,  I  believe  that  what  this 
bill  does  in  the  area  of  trade  consolidation  is  a  major  step  forward. 

In  general,  I  believe  the  most  important  step  we  must  take  in  reviewing  what  the 
government  does  is  to  isolate  and  shut  down  what  it  should  not  do.  It  has  been  all 
too  easy  for  Washington  in  the  past  to  promise  cuts  that  never  materialize,  but  to 
deliver  spending  that  never  fails  to  increase.  Washington  has  been  a  town  for  too 
long  of  "buy  now  and  pay  later."  We  were  given  a  mission  to  cut  government.  Not 
by  me  as  Republican  Leader,  but  by  the  American  people  as  taxpayers.  It  is  vital 
that  we  not  only  tell  America  that  we  are  listening,  but  that  we  show  them  that 
we  heard. 

I  know  that  you  will  hear  from  all  kinds  of  groups  representing  all  kinds  of  inter- 
ests, each  telling  you  that  its  favorite  program  cannot  be  eliminated  and  cannot  be 
cut.  All  these  groups  will  claim  to  speak  for  the  American  people.  I  would  just  re- 
mind you  that  the  American  people  have  already  spoken  for  themselves. 

While  eliminating  the  Department  of  Commerce  was  not  a  hard  decision,  it  will 
be  a  hard  job.  It  will  take  a  lot  of  hard  work,  but  it  has  been  made  easier  because 
the  Senate  and  House  task  forces  have  been  working  together. 

Together  we  have  produced  a  plan  that  will  save  the  American  taxpayer  billions 
of  dollars  and  make  the  government  better  at  the  same  time.  I  congratulate  you, 
Mr.  Chairman,  on  your  leadership  on  this  important  legislation  and  look  forward 
to  working  with  you  and  this  committee  through  its  enactment  into  law. 


United  States  Senate 
Washington,  DC,  May  31,  1995 

The  Commerce  Department  Dismantling  Act  of  1995 

Dear  Colleague:  The  recently-passed  Senate  Budget  Resolution  calls  for  the 
elimination  of  the  Commerce  Department.  We  are  writing  to  invite  you  to  become 
an  original  cosponsor  of  legislation  that  would  implement  the  budget  resolution's 
recommendation.  The  "Commerce  Department  Dismantling  Act  of  1995"  was  drafted 
by  the  Senate  Task  Force  on  Elimination  of  Government  Agencies  and  a  similar 
House  GOP  Freshman  Task  Force. 

The  Commerce  Department  has  evolved  into  "a  loose  collection  of  more  than  100 
programs"  according  to  the  agency's  own  Inspector  General.  The  General  Accounting 
Office  goes  further,  reporting  that  the  Department  "faces  the  most  complex  web  of 
divided  authorities"  sharing  its  "missions  with  at  least  71  federal  departments, 
agencies,  and  offices."  Its  bureaucracy  is  bloated,  its  infrastructure  is  in  disrepair, 
and  more  than  60  percent  of  its  budget  is  dedicated  to  activities  completely  unre- 
lated to  its  mission. 

We  must  eliminate  unnecessary  and  duplicative  departments  and  agencies  like 
Commerce  if  we  are  to  truly  restrain  the  Federal  Government's  growth  and  balance 
the  budget.  Under  the  "Commerce  Department  Dismantling  Act  of  1995,"  those  pro- 
grams and  functions  that  are  deemed  unnecessary,  duplicative,  and  wasteful  are 
terminated  entirely.  The  remaining  programs  are  either  consolidated  and  reassigned 
to  other  appropriate  departments,  or  transferred  to  the  private  sector. 

Attached  is  a  brief  agency-by-agency  description  of  the  legislation.  The  termi- 
nations, transfers  and  consolidations  are  to  be  completed  over  a  thirty-6  month  pe- 
riod under  the  direction  of  a  temporary  Commerce  Programs  Resolution  Agency.  Ac- 
cording to  preliminary  estimates  by  the  Congressional  Budget  Office,  this  legislation 
would  produce  budget  savings  of  $7,765  billion  over  5  years.  If  you  would  like  to 
become  an  original  cosponsor  of  this  legislation,  please  contact  Brian  Reardon  or 
Cesar  Conda  in  the  office  of  Senator  Abraham  (4-4822). 
Sincerely, 

Robert  Dole, 
Majority  Leader. 

Spencer  Abraham, 
Task  Force  Co-Chair. 

Lauch  Faircloth, 
Task  Force  Co-chair. 


S.  929 
The  Department  of  Commerce  Dismantling  Act 

legislative  summary 

Former  Commerce  Secretary  Robert  Mosbacher  recently  called  the  Department, 
"nothing  more  than  a  hall  closet  where  you  throw  in  everything  that  you  don't  know 
what  to  do  with." 

The  Department  of  Commerce  has  evolved  into  "a  loose  collection  of  more  than 
100  programs"  according  to  the  agency's  own  Inspector  General.  The  General  Ac- 
counting Office  goes  further,  reporting  that  the  Department  "faces  the  most  complex 
web  of  divided  authorities"  sharing  its  "missions  with  at  least  71  federal  depart- 
ments, agencies,  and  offices."  Its  bureaucracy  is  bloated,  its  infrastructure  is  in  dis- 
repair, and  more  than  60  percent  of  its  resources  are  dedicated  to  activities  com- 
pletely unrelated  to  its  mission.  Former  Commerce  Department  officials  recently 
testified  before  the  House  Budget  Committee  that  the  few  unique  functions  con- 
tained in  Commerce  suffer  under  the  multiple  tiers  of  bureaucracy  and  its  263  polit- 
ical appointees. 

Today's  Department  of  Commerce  cannot  be  "reinvented."  Its  problems  can  only 
be  solved  if  it  is  dismantled.  The  Department  of  Commerce  Dismantling  Act  was 
drafted  by  the  Dole  Task  Force  to  Eliminate  Government  Agencies,  in  consultation 
with  the  House  Freshmen  Task  Force  and  outside  experts.  The  bill  was  designed 
with  the  following  four  principles  as  a  guide: 

•  Those  programs  deemed  unnecessary  or  wasteful  are  terminated. 


•  Those  programs  duplicative  of  other  departments  or  agencies  are  consoh- 
dated. 

•  Those  programs  that  serve  a  vahd  purpose  are  transferred  to  more  appro- 
priate agencies. 

•  Those  programs  which  can  be  better  performed  outside  the  government  will 
be  privatized. 

Following  is  a  brief  agency-by-agency  description  of  the  legislation.  The  termi- 
nations, transfers  and  consolidations  are  to  be  completed  over  a  36  month  period 
under  the  direction  of  a  temporary  Commerce  Programs  Resolution  Agency.  The 
savings  indicated  are  preliminary  Congressional  Budget  Office  Figures  over  5  years. 

Administrative  Functions 

The  office  of  the  Secretary,  General  Counsel,  Inspector  General,  and  other  admin- 
istrative functions  are  terminated. 

Estimated  Savings:  $250  million 
Economic  Development  Administration 

The  EDA  provides  grants  and  assistance  to  loosely-defined  "economically  de- 
pressed" regions.  EDA's  functions  are  duplicated  by  numerous  other  federal  agencies 
including  the  Departments  of  Agriculture,  HUD,  and  Interior,  the  Small  Business 
Administration,  the  Tennessee  Valley  Authority  and  the  Appalachian  Regional  Com- 
mission. The  parochial  nature  of  the  program  often  targets  EDA  grants  to  locations 
with  healthy  economies  which  do  not  need  federal  assistance.  The  EDA  is  termi- 
nated and  its  grant  programs  eliminated,  transferring  outstanding  obligations  to  the 
Treasury  Department  for  management  or  sale. 

Estimated  Savings:  $1,139  billion 
Minority  Business  Development  Agency 

Although  MBDA  has  spent  hundreds  of  millions  on  management  assistance — not 
capital  assistance,  since  1971,  the  program  has  never  been  formally  authorized  by 
Congress.  The  MBDA's  stated  mission,  to  help  minority-owned  businesses  get  gov- 
ernment contracts,  is  duplicated  by  such  agencies  and  programs  as  the  Small  Busi- 
ness Administration  and  its  failed  8(a)  loan  program,  and  Small  Business  Develop- 
ment Centers,  along  with  the  private  sector.  The  MBDA  would  be  terminated  and 
its  98  field  offices  closed. 

Estimated  Savings:  $183  million 
United  States  Travel  and  Tourism  Administration 

This  Administration  seeks  to  promote  travel  and  tourism  in  the  United  States 
through  trade  fairs  and  other  promotional  activities.  According  to  the  Heritage 
Foundation,  "the  agency  often  works  with  private  sector  organizations,  including  the 
Travel  Industry  Association  of  America,  to  organize  events  such  as  the  'Discover 
America  Pow  Wow'  or  the  'Pow  Wow  Europe.'  There  is  no  justification  for  federal 
involvement  in  such  promotional  activities  of  a  commercial  nature."  Because  func- 
tions such  as  these  are  already  extensively  addressed  by  states,  localities,  public  sec- 
tor organizations,  and  the  private  sector,  the  USTTA  is  immediately  terminated. 

Estimated  Savings:  $75  million 
Technology  Administration 

The  Technology  Administration  currently  works  with  industry  to  promote  the  use 
and  development  of  new  technology.  Because  government  in  general,  and  the  Fed- 
eral Government  in  particular,  is  poorly  equipped  to  "pick  winner  and  loser"  in  the 
marketplace — frequently  allowing  political  criteria  rather  than  market  criteria  de- 
termine the  choice — this  agency  is  terminated,  including  the  Offices  of  Technology 
Policy,  Technology  Commercialization,  and  Technology  Evaluation  and  Assessment. 

The  Industrial  Technology  Service  programs,  including  the  Advanced  Technology 
Program  (ATP)  and  the  Manufacturing  Extension  Partnerships,  are  terminated; 
these  programs  are  often  cited  as  prime  examples  of  corporate  welfare,  wherein  the 
Federal  Government  invests  in  applied  research  programs  which  should  be  con- 
ducted in  the  private  sector. 

The  weights  and  measures  functions  of  the  National  Institute  for  Standards  & 
Technology  would  be  transferred  to  the  National  Science  Foundation.  The  National 
Technical  Information  Service,  a  clearinghouse  for  technical  government  informa- 
tion, would  be  privatized. 

Estimated  Savings:  $1,872  billion 
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National  Telecommunications  and  Information  Administration 

The  NTIA,  an  advisory  body  on  national  telecommunications  policy,  would  be  ter- 
minated, including  its  grant  programs.  Federal  spectrum  management  functions 
would  be  transferred  to  the  Federal  Communications  Commission. 

Estimated  Savings:  $315  million 
Patent  &  Trademark  Office 

Providing  for  patents  and  trademarks  is  a  Constitutionally-mandated  government 
function.  Our  proposal  would  transfer  this  office  to  the  Justice  Department,  requir- 
ing the  PTO  to  be  supported  completely  through  fee  collection. 

Estimated  Savings:  $375  million 
Economic  &  Statistics  Administration 

The  Bureau  of  the  Census,  another  Constitutionally-mandated  function,  is  trans- 
ferred to  the  Treasury  Department.  Select  General  Accounting  Office  recommenda- 
tions for  savings  at  the  Bureau  would  be  implemented.  The  Bureau  of  Economic 
Analysis  is  transferred  to  the  Federal  Reserve  System  to  ensure  the  integrity  of 
data.  The  superfluous  ESA  bureaucracy  would  be  eliminated. 

Estimated  Savings:  $827  million 
National  Oceanic  &  Atmospheric  Administration 

While  the  activities  of  NOAA  are  only  tangentially  related  to  the  promotion  of 
commerce,  it  makes  up  over  40  percent  of  the  Department  of  Commerce  budget.  The 
individual  functions  of  this  agency  would  be  sent  to  more  appropriate  agencies  or 
departments: 

National  Marine  Fisheries  Service — The  enforcement  functions  of  this  agency 
would  be  transferred  to  the  Coast  Guard,  while  the  scientific  functions  would 
be  transferred  to  the  Fish  and  Wildlife  Service.  Seafood  inspection  would  be 
transferred  to  the  Department  of  Agriculture,  which  already  carries  out  most 
food  inspection  programs.  State  fishery  grants  and  commercial  fisheries  pro- 
motion are  terminated. 

National  Ocean  Service — Geodesy  functions  are  transferred  to  the  U.S.  Geologi- 
cal Survey.  Coastal  and  water  pollution  research  duplicated  by  the  Environ- 
mental Protection  Agency  is  terminated.  Marine  and  estuarine  sanctuary  man- 
agement would  be  transferred  to  the  Interior  Department,  which  already  man- 
ages some  fisheries.  Nautical  and  aeronautical  charting  is  privatized,  as  the  pri- 
vate sector  undertakes  this  activity  already. 

National  Environmental  Satellite,  Data  &  Information  Service—The  weather 
satellites  of  this  agency  are  transferred  to  the  National  Weather  Service  to  con- 
solidate these  functions,  while  the  NESDIS  data  centers  would  be  privatized. 
Office  of  Oceanic  &  Atmospheric  Research — Because  many  of  its  activities  are 
duplicative  of  other  federal  agencies  or  could  be  better  served  by  the  private  sec- 
tor, this  office  is  terminated.  The  labs  which  could  operate  in  the  private  sector 
will  be  sold  and  the  remaining  labs  will  be  transferred  to  the  Interior  Depart- 
ment. 

NOAA  Corp — The  NOAA  Corps  is  terminated  and  its  vessels  sold  to  the  private 
sector.  Services  can  be  obtained  in  the  private  sector  and  its  fleet  is  in  disrepair. 

Estimated  Savings:  $2,338  billion 
Bureau  of  Export  Administration 

The  BXA  is  one  of  several  agencies  responsible  for  monitoring  U.S.  Exports  that 
may  compromise  National  security.  Because  this  function  remains  important  to  the 
country,  our  legislation  would  reassign  these  functions  as  follows: 

Export  Licensing  Functions  transferred  to  the  Defense  Department — The  deter- 
mination of  export  controls  would  be  transferred  to  the  Defense  Department. 
The  United  States  Trade  Representative  would  advise  the  Defense  Department 
in  disputed  cases. 

Export  Enforcement  Functions  transferred  to  Customs  Service — The  Customs 
Service,  which  already  has  the  staff,  expertise,  and  facilities,  would  enforce  the 
export  licensing  determined  by  the  Defense  Department. 

Estimated  Savings:  $91  million 


International  Trade  Administration 

The  Department  of  Commerce  claims  to  be  the  lead  in  trade  promotion,  but  actu- 
ally plays  a  small  part.  Five  percent  of  Commerce's  budget  is  dedicated  to  trade  pro- 
motion, and  it  comprises  only  8  percent  of  total  federal  spending  on  trade  promotion. 
The  ITA  is  the  primary  trade  agency  within  the  Department  of  Commerce.  Our  leg- 
islation would  transfer  the  offices  of  the  ITA  to  agencies  where  their  functions  may 
be  better  performed: 

Import  Administration  transferred  to  the  Office  of  the  United  States  Trade  Rep- 
resentative— The  USTR,  which  already  plays  a  role  in  this  area,  would  make  de- 
terminations of  unfair  trade  practices. 

U.S.  And  Foreign  Commercial  Service  transferred  to  the  Office  of  the  United 
States  Trade  Representative — The  domestic  component  of  USFCS  is  terminated, 
and  the  foreign  component  would  be  transferred  to  the  Office  of  the  United 
States  Trade  Representative,  which  already  takes  the  lead  in  trade  policy. 
International  Economic  Policy  terminated- — This  office  would  be  terminated,  and 
these  functions  would  continue  to  be  carried  out  by  the  USTR. 
Trade  Development  Functions  terminated — The  functions  of  this  office  would  be 
terminated  and  replaced  with  a  series  of  Industry  Advisory  Boards,  composed 
of  representatives  from  the  private  sector  to  provide  advice  to  policy  makers,  at 
no  cost  to  the  Federal  Crovernment. 

Estimated  Savings:  $294  million 
TOTAL  SAVINGS  OVER  FIVE  YEARS:  $7,765  Billion 


National  Taxpayers  Union 
Washington,  DC,  June  14,  1995 
Hon.  Spencer  Abraham 
United  States  Senate,  Washington,  DC  20510 

Dear  Senator  Abraham:  National  Taxpayers  Union  is  pleased  to  endorse  the 
"Commerce  Department  Dismantling  Act  of  1995,"  as  proposed  by  you  and  Con- 
gressman Dick  Chrysler.  Your  excellent  proposal  will  streamline  the  Federal  Gov- 
ernment and  provide  significant  savings  for  America's  taxpayers. 

The  terminations,  transfers  and  consolidations  provided  in  your  proposed  legisla- 
tion would  be  completed  over  a  thirty-six-month  period.  The  "Abraham/Chrysler 
Act"  would  save  $7,765  billion  over  5  years. 

The  General  Accounting  Office  has  reported  that  the  Commerce  Department 
"faces  the  most  complex  web  of  divided  authorities,"  sharing  its  "missions  with  at 
least  71  federal  departments,  agencies,  and  offices."  Your  bill  will  finally  end  this 
wasteful  duplication. 

Again  NTU  is  pleased  to  endorse  the  "Abraham/Chrysler  Commerce  Department 
Dismantling  Act  of  1995."  We  urge  your  colleagues  to  join  you  in  this  effort. 
Sincerely, 

David  Keating, 
Executive  Vice  President. 

DK/br 


Business  Leadership  Council 

Washington,  DC,  June  9,  1995 
Hon.  Spencer  Abraham 
United  States  Senate,  Washington,  DC  20510 

Dear  Senator  Abraham:  The  Business  Leadership  Council  a  newly-formed  busi- 
ness association  of  entrepreneurial  business  leaders  who  are  committed  to  working 
to  limit  the  size  of  government  and  to  expand  global  economic  growth  strongly  en- 
dorses the  Abraham-Chrysler  Commerce  Department  Dismantling  Act  of  1995. 

BLC  represents  businesses  of  all  types  and  sizes  who  want  what  is  best  for  Amer- 
ica rather  than  a  perk  or  subsidy  that  may  be  best  in  the  narrow,  short-term,  self- 
interest  of  their  individual  business.  Its  members  are  willing  to  take  bold,  principled 
positions  and  are  not  afraid  to  confront  the  status  quo.  They  recognize  that,  al- 
though some  of  their  businesses  may  benefit  from  particular  Commerce  Department 
programs  it  is  clear  America  is  better  off  saving  the  money,  reducing  subsidies,  and 
eliminating  unnecessary  regulations. 
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For  that  reason,  we  enthusiastically  support  the  dismantling  of  corporate  welfare 
whose  voice  in  the  cabinet  has  been  the  Commerce  Department.  The  old  established 
business  groups  fear  the  wrath  of  their  members  who  enjoy  corporate  pork  and 
therefore  will  not  take  a  stand  on  this  controversial  issue.  BLC,  on  the  other  hand, 
applauds  your  efforts  to  abolish  unnecessary,  duplicative,  wasteful  programs  and 
save  the  taxpayers  $7.8  billion  over  the  next  5  years.  In  these  times,  when  Congress 
is  endeavoring  to  balance  the  budget  and  reduce  the  size  and  scope  of  the  Federal 
Government,  the  business  community  must  do  its  part. 
Sincerely, 

Thomas  L.  Phillips, 
Chairman  of  the  Board  of  Governors. 


Small  Business  Survival  Committee 

Washington,  DC,  June  7,  1995 

Hon.  Spencer  Abraham 

U.S.  Senate,  Washington,  DC  20510 

Dear  Senator  Abraham:  Every  so  often,  a  piece  of  legislation  crosses  my  desk 
that  the  Small  Business  Survival  Committee  (SBSC)  can  support  without  any  res- 
ervations. "The  Commerce  Department  Dismantling  Act  of  1995"  is  such  a  legisla- 
tive act. 

First,  let  me  compliment  you  on  your  four  straightforward  principles  for  evaluat- 
ing the  Commerce  Department.  They  should  serve  as  a  guide  for  reviewing  every 
Federal  Government  department: 

•  terminating  unnecessary  and  wasteful  programs; 

•  consolidating  programs  duplicative  of  other  departments  or  agencies; 

•  transferring  valid  programs  to  more  appropriate  agencies; 

•  privatizing  programs  which  can  be  better  performed  in  the  private  sector. 

Federal  Government  spending  has  been  out  of  control  for  decades.  The  Commerce 
Department  with  its  myriad  unnecessary  and  duplicative  programs,  serves  as  one 
of  the  most  glaring  examples  of  wasting  taxpayer  dollars.  The  elimination  of  the  De- 
partment of  Commerce  will  send  a  loud  and  clear  message  to  the  American  people — 
business-as-usual,  big-government  politics  is  finished.  Indeed,  eliminating  the  Com- 
merce Department  would  be  an  historic  step  toward  bringing  some  sanity  back  to 
the  Federal  Government,  while  saving  U.S.  taxpayers  an  estimated  $7.8  billion  over 
5  years. 

"The  Commerce  Department  Dismanthng  Act  of  1995"  offers  a  sound  plan  for 
eliminating  programs  within  the  Commerce  Department  that  government  should 
not  be  undertaking  in  the  first  place  (e.g.,  the  United  States  Travel  &  Tourism  Ad- 
ministration); for  moving  programs  to  more  appropriate  areas  of  the  Federal  Gov- 
ernment (e.g.,  the  Bureau  of  the  Census  and  the  Bureau  of  Economic  Analysis);  or 
for  privatizing  programs  (e.g.,  the  National  Technical  Information  Service). 

Naturally,  every  federal  department  or  program  has  a  vocal  special  interest  at- 
tached to  it.  The  Commerce  Department  is  no  different.  Indeed,  a  small  part  of  the 
business  community  likely  will  oppose  the  termination  of  the  Commerce  Depart- 
ment. Please  rest  assured  that  any  business  voices  raised  in  support  of  the  Com- 
merce Department  will  be  a  very  small  minority.  America's  entrepreneurs  have  little 
use,  if  any,  for  the  U.S.  Department  of  Commerce. 

The  best  agenda  for  entrepreneurs,  business  and  the  economy  is  clear:  deregula- 
tion, tax  reduction  and  smaller  government.  Eliminating  the  Department  of  Com- 
merce has  the  full  support  of  SBSC  and  our  more  than  40,000  small  business  mem- 
bers. The  time  has  come  to  rein  in  Federal  Government  spending,  and  the  Depart- 
ment of  Commerce  is  a  fine  place  to  start. 
Sincerely, 

Karen  Kerrigan, 

President. 

Chairman  RoTH.  Thank  you  very  much,  Senator  Dole.  We  appre- 
ciate your  being  here  with  us  today. 
At  this  time,  I  will  call  on  Senator  Cohen. 

OPENING  STATEMENT  OF  SENATOR  COHEN 

Senator  COHEN.  Thank  you  very  much,  Mr.  Chairman. 


11 

I  think  that  when  we  use  words  hke  reinventing  Government  or 
reengineering  Government  processes  or  downsizing  the  Govern- 
ment, they  are  all  catch  words.  They  are  all  catch  words  to  try  to 
respond  to  the  perception,  and  in  some  cases,  the  reality,  that  Gov- 
ernment has  simply  grown  too  big  and  become  too  expensive. 

What  we  are  all  doing  now  is  trying  to  examine  exactly  what  the 
role  of  the  Government  should  be  in  our  lives.  What  should  the 
Government  do?  How  much  should  it  cost?  What  level  of  Govern- 
ment should  be  doing  it,  if  any?  Those  are  questions  that  really  do 
not  invite  any  partisanship.  I  think  those  who  are  about  to  testify 
before  us  share  the  same  basic  questions  of  who  should  be  doing 
what  and  how  much  it  should  cost  or  whether  it  should  be  done 
by  the  private  sector. 

As  has  been  pointed  out,  the  Department  of  Commerce,  it  may 
resemble  Fibber  McGee's  closet.  I  do  not  know.  We  have  some  peo- 
ple here  who  have  had  more  experience  in  dealing  with  Commerce 
than  I  have.  But  before  commenting  on  Commerce,  I  would  like  to 
say  that  I  think  Secretary  Brown  has  done  an  outstanding  job.  I 
think  he  has  been  very,  very  aggressive  in  promoting  U.S.  interests 
abroad,  to  his  credit  and  to  our  benefit.  I  hope  that  no  one  will  take 
this  particular  inquiry  as,  in  any  way,  an  assault  upon  him  person- 
ally or  upon  the  way  he  has  been  trying  to  manage  that  Depart- 
ment. 

He  does  have  a  vast  collection  of  programs.  The  Chairman  has 
talked  about  them.  Senator  Dole  referred  to  them.  We  go  all  the 
way  from  weather  forecasting  to  export  opportunities  to  facilitating 
the  development  of  high-technology  to  economic  development  in 
rural  areas,  like  Maine,  to  the  management  of  fisheries. 

Maybe  these  various  programs  can  be  parceled  out  to  other  Com- 
mittees or  other  agencies,  I  should  say,  but  if  all  we  are  going  to 
do  is  to  simply  pick  and  choose  and  put  one  set  of  responsibilities 
in  another  department  and  to  shift  personnel  from  one  department 
to  another,  I  am  not  sure  exactly  what  the  purpose  of  the  exercise 
is. 

I  favor,  like  everyone  else  here,  a  rationalization  of  our  system. 
Maybe  there  are  things  that  Commerce  is  doing  now  it  should  not 
be  doing,  and  undoubtedly,  Commerce  can  be  cut  down  like  any 
other  department.  We  could  start  with  Agriculture.  It  is  probably 
as  big  now  as  when  we  had  three  or  four  times  as  many  farmers 
in  the  program,  but  we  still  have  the  same  size,  more  money  being 
spent  today  than  ever  before. 

So  I  favor  trying  to  get  some  kind  of  rationalization  of  respon- 
sibilities to  take  those  programs  that  no  longer  serve  their  function 
out  of  various  departments,  but  I  think  we  should  move  with  some 
care  before  we  just  take  a  wholesale  assault  and  say,  the  Com- 
merce Department  ought  to  be  abolished,  or  the  Department  of 
Education,  which  I  did  not  vote  in  favor  of  creating,  ought  to  be 
abolished,  or  any  number  of  agencies  ought  to  be  abolished.  We 
ought  to  look  at  what  their  functions  are  to  see  if  there  is  duplica- 
tion and  overlap  and  simply  nonessential  services  being  provided 
at  great  expense  to  the  taxpayer  and  eliminate  those  that  we  can. 

But  I  hope  that  we  proceed  in  that  fashion  and  not  simply  pick 
agencies  out  at  rand6m  and  say  it  is  time  for  their  being  disman- 
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tied.  That  is  the  spirit  I  hope  we  can  proceed  with,  Mr.  Chairman, 
and  I  thank  you. 

Chairman  ROTH.  Thank  you. 

Senator  Glenn? 

OPENING  STATEMENT  OF  SENATOR  GLENN 

Senator  Glenn.  Thank  you,  Mr.  Chairman. 

I  welcome  today's  witnesses  and  look  forward  to  hearing  their 
testimony  on  legislation  that  I  do  not  particularly  welcome,  and 
that  is  dismantling,  literally  dismantling  the  Department  of  Com- 
merce. 

For  the  first  time  in  decades,  both  the  Congress  and  the  adminis- 
tration are  actually  streamlining  and  downsizing  the  Federal  Gov- 
ernment. We  are  considering  serious  proposals  to  balance  the  budg- 
et on  a  glide  path  that  will  require  substantial  cuts  in  Government 
spending.  Federal  employment  is  dropping,  and  before  the  turn  of 
the  century,  we  will  have  reduced  the  Civil  Service  by  some 
272,000  positions.  We  have  already  cut  about  110,000  positions.  We 
are  closing  obsolete  military  bases,  with  more  to  come. 

We  are  in  the  process  of  shutting  hundreds  of  field  offices  at  the 
Department  of  Agriculture.  Under  the  leadership  of  the  Vice  Presi- 
dent's National  Performance  Review,  we  are  consolidating  and  sim- 
plifying hundreds  of  grant  programs  at  the  Departments  of  HUD, 
HHS,  and  Labor. 

Finally,  we  are  pruning  back  unnecessary  regulations.  Since  last 
September,  the  administration  has  initiated  reforms  in  the  admin- 
istrative process  to  cut  back  thousands  of  pages  of  regulations  al- 
ready announced.  It  did  not  get  that  much  attention,  but  they  are 
doing  it. 

We  in  the  Congress  have  reauthorized  the  Paperwork  Reduction 
Act  and  are  in  the  process  of  deliberating  comprehensive  regulatory 
reform  legislation.  Now  we  are  beginning  the  process  of  examining 
the  need  for  whole  cabinet  departments,  and  today  we  will  be  fo- 
cusing on  the  Department  of  Commerce. 

The  Secretary  of  Commerce  has  a  broad  array  of  responsibilities, 
ranging  from  promoting  U.S.  exports,  to  licensing  patents,  to  run- 
ning the  National  Weather  Service,  to  managing  census  counts.  He 
has  a  real  hodgepodge  of  programs  underneath  him,  each  with  dis- 
parate missions  and  responsibilities. 

So  I  commend  my  Republican  colleagues  for  wanting  to  take  a 
fresh  look  at  any  and  all  departments.  Commerce  is  clearly  in  need 
of  some  reorganization.  In  past  Congresses,  about  5  years  ago,  as 
a  matter  of  fact,  I  proposed  legislation  to  reorganize  the  Depart- 
ment, not  to  weaken  it  but  in  order  to  strengthen  and  elevate  what 
I  believe  to  be  its  two  most  important  missions,  and  those  are  trade 
promotion  and  technology  development.  My  bill  would  have  reorga- 
nized and  strengthened  the  Federal  Government's  functions  in 
these  areas  and  placed  them  under  a  renamed  Department  of  In- 
dustry and  Technology. 

I  would  say  that  almost  every  other  industrialized  nation  in  the 
world  has  a  Department  of  Science  and  Technology  or  Trade  and 
Technology  or  something  of  that  name.  We  are  the  only  one  that 
does  not.  The  functions  that  normally  would  come  under  that,  the 
main  functions,  are  in  the  Department  of  Commerce. 
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Non-mission-related  agencies,  though,  such  as  the  National  Oce- 
anic and  Atmospheric  Administration,  under  my  proposal,  would 
have  been  transferred  out  of  the  Department.  Unfortunately,  the 
Republican  administration  and  then-Secretary  of  Commerce 
Mosbacher  had  little  interest  in  reorganization  so  we  were  not  able 
to  move  the  legislation. 

However,  the  bill  before  us  deals  with  more  than  just  reorganiza- 
tion. Note  the  word  "dismantling"  in  its  title.  Take  NOAA,  for  in- 
stance. Under  the  Abraham-Dole  bill,  it  gets  broken  up  into  many 
pieces,  tossed  overboard,  and  set  adrift  to  different  places  in  the 
bureaucratic  ocean. 

Also,  the  bill  waives  the  budget-cutting  wand  over  most  of  the 
Department's  trade  and  technology  promotion  programs.  Poof,  they 
are  gone,  zeroed  out,  just  like  that.  Perhaps  the  bill's  sponsors  be- 
lieve that  our  Nation's  competitiveness  woes  will  magically  dis- 
appear as  well  but  I  just  do  not  think  that  will  be  the  case. 

At  a  time  when  we  are  under  increasing  pressure,  international 
competition,  at  a  time  when  one  out  of  every  eight  jobs — in  my 
home  State  of  Ohio,  one  out  of  every  eight  manufacturing  jobs  de- 
pends on  export  of  the  product — we  are  talking  about  cutting  down 
any  help  to  our  people  as  though  it  is  some  sort  of  unfair  advan- 
tage. It  is  labeled  corporate  welfare,  but  I  just  do  not  see  it  that 
way. 

I  think  there  are  some  things  the  Federal  Government  can  do 
better  than  private  industry  can  do  themselves,  and  in  these  areas 
where  we  are  all  in  this  together,  there  is  no  reason  why  the  Gov- 
ernment cannot  do  some  of  these  things. 

In  previous  administrations,  the  Commerce  Department  had  the 
reputation  of  being  a  bureaucratic  backwater  that  served  as  a  hold- 
ing pen  for  political  appointees  with  nowhere  else  to  go,  but  not 
now.  Secretary  Brown  and  his  people  have  shown  real  leadership 
in  reinvigorating  the  Department  and  working  to  aggressively  pro- 
mote the  interests  of  U.S.  industry  at  home  and  abroad.  Industry 
groups  have  given  the  Secretary  and  his  team  high  marks  for  their 
efforts. 

As  we  enter  the  global  economy  of  the  21st  century,  I  agree,  we 
should  reorganize  the  Department — I  do  not  quarrel  with  that  a 
bit — but  with  the  goal  of  actually  strengthening  the  Secretary's 
hand  in  promoting  U.S.  trade  and  technology,  not  weakening  it.  We 
should  bring  agencies  such  as  OPIC,  the  Ex-Im  Bank,  and  the 
Trade  and  Development  Agency  into  the  Department  so  as  to  bring 
together  the  full  force  of  the  Federal  Government's  trade  promotion 
efforts. 

While  we  should  transfer  those  agencies  and  programs  that  be- 
long elsewhere,  as  well  as  cut  out  the  deadwood  at  the  Department 
in  this  time  of  downsizing,  let  us  be  careful  not  to  chop  off  the  live 
limbs  in  the  process. 

Thank  you,  and  I  look  forward  to  hearing  the  testimony,  Mr. 
Chairman. 

Chairman  ROTH.  Thank  you,  Senator. 

Senator  Thompson? 

Senator  Thompson.  I  have  no  statement,  Mr.  Chairman. 

Chairman  ROTH.  Senator  Smith? 
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OPENING  STATEMENT  OF  SENATOR  SMITH 

Senator  Smith.  Thank  you,  Mr.  Chairman. 

I  just  ask  unanimous  consent  to  enter  a  statement  into  the 
record.  Watching  my  colleagues  sit  there,  it  is  amazing,  even 
though  we  have  been  on  both  sides  of  the  table,  both  testifying  and 
being  up  here,  it  never  seems  to  stop  us  from  giving  long  opening 
statements  and  holding  each  other  up. 

I  just  want  to  say  that  I  essentially  am  in  support  of  S.  929.  I 
am  a  cosponsor.  But  I  do  look  forward  to  the  testimony.  It  is  very 
difficult  to  change  the  status  quo.  The  candle  makers  fought  Edison 
with  great  gusto  when  he  invented  the  electric  light,  and  so  when 
you  try  to  change  things,  you  meet  with  resistance.  I  understand 
that,  but  this  is  part  of  our  budget  resolution  and  I  think  the  bur- 
den of  proof  should  be  on  those  who  feel  that  there  is  justification 
for  maintaining  the  agency. 

With  that,  I  will  yield  back  any  time  that  I  may  have,  Mr.  Chair- 
man. 

Chairman  Roth.  Thank  you,  Senator  Smith. 

Senator  Pryor? 

OPENING  STATEMENT  OF  SENATOR  PRYOR 

Senator  Pryor.  Yes,  Mr.  Chairman,  thank  you.  I  would  like  to 
ask  unanimous  consent  that  my  full  statement  be  placed  in  the 
record. 

Chairman  ROTH.  Without  objection. 

Senator  Pryor.  I  would  like  to  make  a  comment  about  the  Eco- 
nomic Development  Administration.  Mr.  Chairman,  all  of  us  know 
here  that  we  have  in  the  past  4  years  closed  some  250  military 
bases.  We  are  probably  going  to  close  some  more.  Every  day  for  the 
next  5  years,  1,000  people  in  this  country  are  going  to  be  losing 
their  jobs  because  of  military  cutbacks,  either  at  bases  or  at  de- 
fense-related activities  in  this  country. 

I  think  that  EDA  has  really  played  an  integral  role  in  economic 
development.  I  think  that  we  have  found  a  special  role,  I  should 
say,  for  the  EDA  because  of  what  they  are  doing  now  in  the  field 
of  defense  base  closing,  as  EDA  has  moved  in  and  helped  the  com- 
munities and  worked  with  the  private  sector  in  creating  jobs.  I 
want  to  applaud  EDA  for  that  and  I  want  to  say  that  I  am  very 
hopeful  that  we  will  not  zero  EDA  out.  EDA  has  a  very  splendid 
mission. 

I  look  forward  to  hearing  from  Secretary  Brown  and  others  as  we 
pursue  this  hearing  this  afternoon.  Thank  you. 

Chairman  ROTH.  Senator  Dorgan? 

OPENING  STATEMENT  OF  SENATOR  DORGAN 

Senator  DORGAN.  Thank  you,  Mr.  Chairman. 

I  have,  as  they  say,  minimum  high  regard  for  S.  929.  In  other 
words,  I  think  it  is  a  crazy  idea.  In  agricultural  terms,  this  is  sort 
of  like  selling  your  seed  corn.  This,  it  seems  to  me,  is  the  pro-busi- 
ness and  the  growth  agency.  It  has  accomplished  an  enormous 
amount,  and  I  am  most  anxious  to  hear  from  the  witnesses  today 
on  this  subject. 
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I  have  a  lengthy  statement  but  I  would  simply  enter  it  for  the 
record  and  save  time  for  those  who  have  come  to  share  their  opin- 
ions with  us. 

[The  prepared  statement  of  Senator  Dorgan  follows:] 

PREPARED  STATEMENT  OF  SENATOR  DORGAN 

Mr.  Chairman,  I  am  please  to  be  here  today  to  talk  about  the  future  of  the  De- 
partment of  Commerce.  Frankly,  I  do  not  support  the  notion  that  this  important  de- 
partment should  be  dismantled.  In  my  judgement,  if  there  is  any  department  that 
has  proved  its  necessity  under  the  Clinton  Administration,  it  is  the  Commerce  De- 
partment under  the  excellent  leadership  of  Ron  Brown. 

During  the  decade  of  the  1980's,  the  Commerce  Department,  while  still  perform- 
ing vitally  important  functions  in  setting  technology  standards,  taking  census  and 
economic  data,  and  administering  weather  forecasting,  not  much  was  seen  nor 
heard  of  the  department's  activities.  It  was  somewhat  of  a  backwater,  not  given 
much  notice.  That  was  under  the  Reagan  and  Bush  Administrations.  But  when  Ron 
Brown  was  appointed  Secretary,  the  department  became  an  important  policy  arm 
of  the  Administration — both  domestically  and  internationally. 

Since  Ron  Brown  has  taken  over  at  the  Commerce  Department,  he  has  secured 
billions  of  dollars  in  foreign  contracts  for  American  businesses,  including  a  $10  bil- 
lion aircraft  manufacturing  deal  with  the  Saudi  Arabian  government.  Under  Sec- 
retary Brown,  the  Commerce  Department  has  become  the  pro-business  branch  of 
government.  The  Commerce  Department  is  government  helping  business.  We  hear 
a  lot  these  days  about  folks  wanting  to  get  government  off  their  backs.  People  are 
right,  we  need  less  government  interference  with  people's  lives  and  business.  But 
that  is  not  the  issue  with  the  Commerce  Department.  Commerce  is  not  a  case  of 
government  regulatory  burdens.  The  Commerce  Department  is  a  case  where  govern- 
ment is  doing  something  positive  to  help  businesses  compete  overseas  and  at  home 
against  foreign  imports,  protecting  them  from  unfair  trade  practices. 

But  the  defense  of  the  Commerce  Department  does  not  rest  with  the  personality 
of  its  leadership — although  I  think  Ron  Brown  has  demonstrated  how  effective  lead- 
ership can  reap  enormous  benefits  for  American  businesses  and  create  American 
jobs.  The  fact  is  that  the  Commerce  Department  performs  many  "quiet"  functions. 
For  example,  the  National  Institute  for  Standards  and  Technology  performs  a  vital 
role  for  manufacturers  by  setting  industry  standards  and  helping  American  manu- 
facturers design  their  products  for  overseas  markets.  Under  the  proposed  legislation, 
S.  929,  NIST  would  be  dismantled  and  some  of  its  remaining  functions  would  be 
transferred  to  the  National  Science  Foundation,  where  they  are  not  equipped  to 
carry  on  these  critical  functions.  With  minimal  savings  in  federal  appropriations,  we 
will  see  the  results  when  American  manufacturers  lose  their  support  for  technology 
development  and  commercialization.  The  cost  will  be  in  jobs  and  a  decline  in  Amer- 
ican competitiveness  in  the  global  market. 

The  proposed  legislation  will  also  eliminate  the  Economic  Development  Adminis- 
tration (EDA).  The  EDA  invests  billions  of  dollars  in  distressed  communities, 
leveraging  more  than  $3  in  private  investment  with  every  federal  dollar  and  creat- 
ing more  than  2.8  million  jobs.  The  revolving  loan  program  under  the  EDA  has  le- 
veraged nearly  $2  billion  in  private  capital — $4  of  private  investment  for  every  fed- 
eral dollar.  In  rural,  economically  struggling  States  like  North  Dakota,  EDA  activi- 
ties are  critically  important.  This  legislation  would  end  that  support. 

The  Commerce  Department,  under  the  International  Trade  Administration  (ITA) 
performs  vital  trade  enforcement.  S.  929  would  eliminate  the  ITA,  thereby  depriving 
American  companies  with  the  tools  they  need  to  become  successful  exporters.  The 
antidumping  and  countervailing  duty  functions  of  the  ITA  would  be  transferred  to 
the  United  State  Trade  Representative  (USTR).  In  my  judgement,  marrying  trade 
enforcement  with  trade  negotiation  would  be  a  serious  mistake.  These  functions 
should  remain  separate. 

I  could  go  on.  The  point  is  that  the  proposed  legislation  would  put  an  end  to  many 
critical  important  programs  and  functions,  while  transferring  others  to  other  places 
in  government.  The  result  will  be  little  savings  to  the  federal  treasury  and  a  huge 
cost  to  American  business.  Much  of  what  this  legislation  does  is  "re-house"  certain 
functions,  at  no  cost  savings  to  the  taxpayer. 

I  understand  the  need  to  scale  back  the  size  of  the  federal  bureaucracy.  I  think 
the  Congress  should  aggressively  look  at  every  federal  agency  and  department  and 
find  more  efficient  ways  to  provide  only  the  essential  functions.  We  can  and  should 
do  that  with  the  Commerce  Department.  However,  a  broad  sweeping  proposal  to  dis- 
mantle the  department  is  'not  the  approach  that  will  produce  the  best  results.  It 
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seems  to  me  that  we  should  look  at  consolidating  where  necessary  and  eliminating 
functions  that  are  not  cost  effective.  Commerce  can  use  that  analysis,  as  can  the 
Defense  Department,  the  Transportation  Department,  the  Education  Department, 
and  so  on. 

Mr.  Chairman,  I  think  it  is  important  for  this  Committee  to  examine  the  Com- 
merce Department  and  look  at  ways  to  make  it  more  efficient.  However,  let's  not 
make  the  mistake  of  only  looking  at  Commerce.  Furthermore,  we  should  not  make 
the  mistake  of  eliminating  departments,  as  if  we  were  on  a  trophy  hunt.  We  should, 
in  a  careful,  rationale  manner,  cut  waste  and  inefficiency  where  it  exists  and  sup- 
port the  critical  functions  that  help  create  American  jobs.  I  look  forward  to  hearing 
from  today's  witnesses  as  to  how  we  can  do  that  at  the  Commerce  Department. 

Chairman  ROTH.  Thank  you,  Senator  Dorgan. 

We  have  a  number  of  distinguished  colleagues  who  wish  to  speak 
to  this  matter.  I  would  ask,  since  we  have  a  large  number  of  wit- 
nesses this  afternoon,  if  each  would  limit  his  statement  to  5  min- 
utes. 

At  this  time,  it  is  my  pleasure  to  call  forward  Senator  Hollings. 

TESTIMONY  OF  HON.  ERNEST  F.  HOLLINGS,  U.S.  SENATOR 
FROM  THE  STATE  OF  SOUTH  CAROLINA 

Senator  Rollings.  Mr.  Chairman,  let  me  file  my  statement  and 
give  me  an  extra  minute  to  correct  a  couple  of  impressions,  one 
with  respect  to  matters  that  had  nothing  to  do  with  Secretary 
Brown.  I  am  reminded  by  Senator  Pryor's  statement  about  defense 
conversion.  We  had  a  bill  that  passed  for  the  National  Institute  of 
Standards  and  Technology,  an  authorization  bill  that  passed  unani- 
mously through  the  Senate  and  over  to  the  House.  It  was  held  up 
at  the  conference  in  the  final  days  of  1992,  but  the  conference  re- 
port was  ready  and  everybody  was  ready  to  go.  We  did  not  have 
the  time.  Later,  when  we  tried  again  in  1994,  what  had  once 
passed  in  an  afternoon  took  a  solid  week. 

I  went  to  my  colleague.  Senator  Malcolm  Wallop,  and  Malcolm 
said  I  will  just  tell  you  straight  out.  We  met  in  the  Republican  Con- 
ference and  there  was  a  statement  made  by  the  Democratic  Chair- 
man out  on  the  West  Coast  that  California  was  the  end-all,  be-all 
of  Presidential  politics  and  that  Secretary  Brown  was  going  to  han- 
dle it.  So,  said  Senator  Wallop,  we  are  just  not  going  to  give  him 
anything. 

That  is  why  that  NIST  bill  took  a  whole  week  of  wheedling  and 
crying  and  explaining  and  coming  back  around  and  everything  else 
of  that  kind.  There  is  a  definite  involvement.  Senator,  about  Sec- 
retary Brown,  even  though  he  has  done  the  most  outstanding  job. 
I  have  been  through  over  a  dozen  Secretaries  of  Commerce.  This 
is  the  first  one  I  have  really  seen  get  out  there  and  hustle,  with 
a  track  record  of  having  attracted  some  $24  billion  in  export  sales 
and  300,000  jobs.  He  has  done  an  outstanding  job,  but  that  is  part 
of  it. 

Secondly,  I  am  saying,  where  in  the  Lord's  world  are  my  Repub- 
lican friends  in  business?  They  said,  well,  wait  a  minute.  We  have 
regulatory  reform  and  we  are  going  to  get  tax  reform  on  capital 
gains.  We  think  that  is  enough  and  we  are  not  going  to  bother  the 
Congress  about  the  Department  of  Commerce. 

Thirdly,  to  get  into  the  mix,  there  are  the  multinationals  that  re- 
sent the  good  job  that  Commerce  does  on  dumping  and  other  meas- 
ures under  their  control. 
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So  with  these  three  factors  we  have  a  difficult  time  coming  to 
your  Committee  and  getting  complete  support  for  the  Commerce 
Department.  I  am  grateful  for  the  opportunity  to  appear  today. 

Let  me  say,  Article  1,  Section  8  of  the  Constitution  designates, 
number  one,  the  duty  to  raise  taxes  and  pay  the  bills.  Can  you 
imagine  that  in  a  Constitution?  You  could  not  get  that  in  there 
now.  Who  is  going  to  vote  to  raise  taxes  and  pay  the  bills? 

Number  2,  to  borrow  money.  We  will  all  vote  for  that  in  Article 
1,  Section  8. 

Then  number  3,  it  empowers  the  Congress  to  regulate  commerce. 
You  will  not  find  agriculture  in  that  Constitution.  You  will  not  find 
education  or  housing  or  energy.  And  yet,  here  are  the  Constitu- 
tional authorities,  responsibility,  and  duty,  and  the  opponents  of 
the  Commerce  Department  want  to  do  away  with  them.  It  is  abso- 
lutely ludicrous.  I  agree  with  the  distinguished  Senator.  It  is  crazy. 

Let  us  get  to  the  task  of  what  we  are  about.  Number  one,  yes, 
we  all  want  to  save  money,  but  more  than  anything  else,  our  secu- 
rity rests  on  a  3-legged  stool.  The  first  leg  is  our  values  as  a  nation, 
and  they  are  strong.  We  feed  the  hungry  in  Somalia.  We  try  to 
build  democracy  in  Haiti. 

The  second  leg  is  the  strength  of  our  military  power,  which  is  un- 
questioned. 

But  the  third  leg,  that  of  economic  strength,  Senator,  is  frac- 
tured, intentionally  so.  For  45  years  after  the  end  of  World  War  II, 
we  sacrificed  the  economy,  more  or  less,  in  order  to  keep  the  alli- 
ance together,  with  the  Marshall  Plan,  the  sacrifice,  and  all.  But 
getting  to  the  point  given  limited  time,  what  happens  now  with  the 
fall  of  the  Berlin  Wall  is  that  v/e  need  to  rebuild  and  strengthen 
that  leg  and  build  America. 

And  here,  just  when  we  need  to  do  it,  the  front  line  entities,  the 
Council  of  Economic  Advisers,  the  Advanced  Technology  Program, 
the  Commerce  Department  itself,  the  lead  organizations,  are  the 
ones  they  are  calling  to  abolish.  To  get  rid  of  the  Commerce  De- 
partment here  in  the  trade  war  is  just  like  suggesting  to  eliminate 
the  Pentagon  back  in  the  Cold  War. 

So  what  we  need,  as  Lincoln  said,  is  to  think  and  act  and 
disenthrall  ourselves,  disenthrall  from  the  shibboleths  about  "free 
trade,"  disenthrall  from  the  assumption  that  the  Japanese  want  to 
be  like  us,  disenthrall  from  the  hostility  to  industrial  policy.  In  free 
trade,  the  Japanese  have  adopted  the  model  under  Frederick  List 
whereby  the  wealth  of  a  nation  is  measured  not  by  what  it  can  buy 
but  by  what  it  can  produce.  There  is  none  of  this  mealy-mouthed 
moral  question  about  being  "fair".  The  decisions  are  made  on  the 
nation's  interest  as  to  whether  or  not  it  strengthens  the  economy 
or  weakens  the  economy,  and  it  has  worked  for  Japan. 

Additionally,  with  respect  to  that,  they  do  not  want  to  be  like  us. 
The  Japanese  are  richer.  They  are  healthier.  They  have  no  home- 
lessness,  no  unemployment,  no  child  pornography  or  juvenile  delin- 
quency, no  crime,  no  drugs,  no  illiteracy,  no  illegitimacy.  I  can  go 
right  on  down  the  list.  Their  culture  is  hundreds  and  hundreds  of 
years  older  than  ours.  They  believe  in  it.  They  are  not  going  to  fol- 
low the  American  way.  And  incidentally,  not  only  the  Pacific  Rim 
nations  but  also  the  East  Europeans  are  following  List,  and  Japa- 
nese capitalism,  not  the  U.S.'s  Adam  Smith  fi-ee  trade. 
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So  what  we  need  to  do  is  like  old  Harry  Truman  when  he  took 
over  from  Roosevelt.  Casey  was  running  upstairs  saying,  here  is 
what  intelligence  shows.  This  is  the  policy.  The  State  Department 
said,  oh  no,  that  is  not  the  policy.  The  Defense  Department  came 
running  in  and  said,  that  is  not  in  our  defense  interests. 

Harry  said,  the  heck  with  you.  I  cannot  stand  all  of  these  argu- 
ments. I  am  going  to  put  this  down  underneath  me  right  here  and 
you  all  beat  up  the  arguments,  come  up  where  with  two  alter- 
natives, and  I  will  make  a  decision.  Out  of  that  process  we  got  the 
Atlantic  Charter,  the  North  Atlantic  Treaty  Organization,  the  Mar- 
shall Plan,  the  Truman  Doctrine.  A  fellow  that  could  not  run  a 
haberdashery  knew  how  to  run  Government. 

Just  like  he  instituted  that  National  Security  Council,  Mr.  Chair- 
man, you  and  I  need  an  Economic  Security  Council  to  coordinate 
all  of  these  trade  and  economic  issues.  There  are  28  departments 
and  agencies  within  trade,  within  the  economic  decisions,  within 
the  development  of  our  technology.  Yes,  there  can  be  tremendous 
coordination  with  putting  the  Export-Import  Bank  and  the  Over- 
seas Private  Investment  Corporation  into  the  Commerce  Depart- 
ment. All  that  belongs  in  business  with  the  voice  of  business  and 
commerce. 

You  can  do  away  with  the  International  Trade  Commission.  That 
is  $48.2  million  saved,  the  International  Trade  Commission  that 
defines  the  dumping.  Like  the  Smith  jury  down  in  Union,  South 
Carolina,  they  have  found  the  guilt.  Now  they  are  going  to  deter- 
mine the  sentence.  Having  found  the  dumping  violation,  that  same 
entity,  DOC's  International  Trade  Administration,  can  decide  the 
particular  injury  and  relief,  so  we  can  save  $48.2  million  there. 

We  can  revise  and  reform  our  securities  laws,  our  antitrust  laws, 
the  laws  with  respect  to  foreign  child  labor  and  slave  labor.  We  can 
do  a  lot  of  good  things  to  improve  coordination. 

Mr.  Chairman,  I  see  my  time  has  almost  expired.  Let  me  con- 
clude by  saying  that  I  worked  with  you  back  20  years  ago  when 
we  worked  with  the  Carter  administration  regarding  the  MFN, 
where  we  said  we  were  not  going  to  renew  it.  Remember,  we  took 
the  commercial  attaches  and  had  them  report  to  the  Secretary  of 
Commerce.  You  and  I  have  been  working  on  this  thing  20  years. 
I  put  my  bill  in  to  improve  trade  coordination  over  10  years  ago, 
again  in  1988,  again  in  1993,  and  I  have  it  here.  With  this  coordi- 
nation, we  can  save  money.  We  are  going  to  have  to  Save  money. 

The  Appropriations  Committee  has  cleaned  me  out,  and  I  know 
what  Chairman  Gramm  is  going  to  do  with  State,  Justice,  Com- 
merce. He  is  going  to  give  everything  to  the  Border  Patrol,  the  Im- 
migration Service,  the  DEA,  the  FBI,  law  enforcement,  crime,  and 
everything  else,  and  the  State  Department  and  the  Commerce  De- 
partment are  going  to  be  like  cows  grazing  on  a  concrete  tennis 
court.  I  can  tell  you,  we  are  going  to  be  gone  economically,  unless 
we  see  sense. 

So  with  that,  I  will  put  in  my  statement  and  leave  this  bill  and 
suggestion  with  you,  sir. 

[The  prepared  statement  of  Senator  Hollings  follows:] 
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PREPARED  STATEMENT  OF  SENATOR  ROLLINGS 

Mr.  Chairman,  thank  you  for  this  opportunity  to  appear  before  this  Committee 
to  discuss  S.  929,  the  proposed  Department  of  Commerce  Dismanthng  Act. 

In  today's  new,  intensely  competitive  world  economy,  it  makes  absolutely  no  sense 
to  eliminate  the  one  cabinet  department  that  looks  out  for  the  business  community 
and  for  one  of  our  Nation's  most  important  functions — interstate  and  foreign  com- 
merce. We  need  to  strengthen  the  Department  of  Commerce,  not  blow  it  up  into  in- 
effective fragments. 

Let  me  make  three  specific  points: 

— First,  today  every  other  government  supports  its  companies.  Strong  U.S.  Gov- 
ernment backing  for  U.S.  companies  and  workers  in  trade,  technology,  and 
other  areas  is  vital  if  the  United  States  and  our  constituents  are  to  prosper. 

— Second,  the  Department  of  Commerce  is  working,  fighting  for  American  busi- 
ness. Today,  in  fact,  it  is  more  successful  at  promoting  exports  and  other  activi- 
ties than  we  have  seen  in  decades.  Its  various  units  support  and  benefit  each 
other,  making  the  Department's  total  much  more  than  the  sum  of  its  parts. 

— Third,  it  would  be  a  grave  mistake  to  break  up  this  winning  team  of  business 
and  government  working  together.  If  we  retreat  now,  we  will  lose  exports,  we 
will  lose  much  of  our  technological  edge,  and  we  most  assuredly  will  lose  jobs. 

The  Realities  of  the  New  World  Economy 

For  45  years  we  were  engaged  in  a  life  and  death  struggle  against  the  forces  of 
totalitarianism.  Through  steadfast  commitment  and  sacrifice,  we  emerged  trium- 
phant. Now,  with  the  fall  of  the  Berlin  Wall  and  the  collapse  of  Communism,  this 
Nation  has  entered  into  a  new  era  of  competition  where  the  exercise  of  power  and 
influence  will  be  determined  by  economic  strength. 

During  the  Cold  War  we  willingly  subordinated  our  economic  interests  to  sustain 
the  western  alliance.  Now,  in  the  post  Cold  War  era  we  must  channel  the  same  en- 
ergy and  commitment  into  rebuilding  our  economic  strength  on  which  the  wages, 
jobs,  and  well-being  of  our  constituents  depend. 

Strong  government  backing  for  American  business  is  vital  for  two  reasons  that  we 
must  not  ignore. 

The  first  great  reality  of  today's  new  world  economy  is  that  almost  no  American 
company,  no  American  job,  is  immune  from  foreign  competition.  We  have  to  be 
strong,  or  we  will  lose.  It  is  foolish  to  think  that  we  can  destroy  current  programs 
to  help  exports  and  boost  competitiveness  without  hurting  American  workers. 

The  second  great  truth  is  that  there  is  no  such  thing  as  a  "free  market"  elsewhere 
in  the  world.  Every  other  major  government  actively  supports  its  companies  and 
workers,  including  providing  export  assistance  and  technology  assistance.  Just  ask 
Boeing  and  McDonnell-Douglas  what  it  is  like  to  compete  against  Airbus.  Or  ask 
the  U.S.  semiconductor  industry  what  it  is  like  to  face  closed  Japanese  markets  and 
competitors  who  receive  strong  technology  assistance  from  their  government. 

In  the  real  world,  American  companies  and  workers  compete  not  just  with  foreign 
firms  but  with  other  governments.  In  the  real  world,  leaving  U.S.  businesses  to  the 
"market"  means  abandoning  them  to  competitors  who  do  not  share  the  outdated 
view  that  governments  should  not  support  their  industries. 

In  market  after  market,  in  industry  after  industry,  U.S.  companies  must  compete 
against  companies  and  their  governments.  In  that  competition  the  line  between  the 
public  sector  and  the  private  sector  is  indistinct.  Our  competitors  nurture  industrial 
development  through  rigged  capital  markets,  generous  subsidies,  infant  industry 
protection,  lax  anti-trust  enforcement,  and  unlimited  export  assistance.  I  don't  advo- 
cate we  adopt  all  their  approaches,  but  I  do  suggest  we  need  to  preserve  the  entity 
that  speaks  for  American  business. 

The  invisible  hand  of  the  market  did  not  develop  Korea's  world  class  semiconduc- 
tor industry.  Instead  it  was  the  iron  fist  of  decrees  laid  down  by  Korea's  Ministry 
of  Trade  which  kept  out  foreign  competition  unless  they  licensed  their  technology 
to  Korean  companies.  That  iron  fist  was  complemented  by  the  largesse  of  the  Ko- 
rean Treasury  which  provided  subsidies  in  the  form  of  below  market  loans  and 
closed  the  markets  to  U.S.  computer  chips  while  Korean  manufacturers  dumped 
chips  into  the  U.S.  market  below  the  cost  of  production. 

The  invisible  hand  alone  is  not  developing  Europe's  information  technology.  Eu- 
rope is  nurturing  this  industry  through  billions  in  subsidies  from  the  European 
Community  for  massive  research  projects  like  JESSI,  ESPRIT,  and  EUREKA.  The 
law  of  comparative  advantage  no  longer  applies  in  America's  top  export  industry 
where  Airbus  captured  30  percent  of  the  market  by  flaunting  international  trade 
rules  and  China  forces  Boeing  to  build  planes  in  the  Guan  Zhao  province  rather 
than  Seattle,  Washington.  " 
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A  Department  Fighting  for  American  Business 

In  this  new  international  battlefield  of  world  trade,  the  Department  of  Commerce 
is  our  main  arsenal,  and  it  has  a  long  and  vital  history. 

Article  I,  section  8,  of  the  Constitution  says  that  Congress  shall  have  the  power 
to  regulate  commerce  with  foreign  nations,  and  among  the  several  States.  Our 
Founding  Fathers  knew  the  importance  of  a  federal  role  in  support  of  commerce. 
In  the  first  days  of  our  republic,  Alexander  Hamilton  wrote  his  famous  Report  on 
Manufactures  and  called  for  government  policies  to  assist  U.S.  industry.  Theodore 
Roosevelt  created  the  Commerce  Department,  and  in  the  1920s,  Secretary  of  Com- 
merce Herbert  Hoover  turned  the  department  into  an  export  powerhouse. 

Today,  the  Commerce  Department  provides  the  needed  tools  for  helping  Ameri- 
cans to  succeed  in  the  new  global,  high-technology  world.  Consider  a  few  of  its  suc- 
cesses: 

— The  Department's  export  promotion  efforts  have  been  a  huge  success,  helping 
American  companies  over  the  past  2  years  to  sell  over  $24  billion  in  American 
goods  and  services,  and  creating  or  saving  over  300,000  jobs. 

— Its  export  control  program  will  allow  billions  more  in  export  sales  while  success- 
fully preventing  the  sale  of  sensitive  technologies  to  unfriendly  governments. 

— In  technology,  the  central  economic  battleground  of  the  future,  DOC  supports 
industry's  own  efforts.  DOC-supported  Manufacturing  Extension  Centers,  begun 
under  the  Reagan  Administration,  have  helped  over  15,000  small  firms  to  im- 
prove their  operations  and  profits,  leading  the  firms  themselves  to  calculate 
that  each  dollar  of  DOC  investment  leads  to  eight  dollars  in  company  revenues 
or  savings. 

— The  Advanced  Technology  Program,  started  under  the  Bush  Administration  and 
still  new,  is  already  helping  dozens  of  companies  (most  of  them  small  busi- 
nesses) to  develop  new  breakthrough  technologies  that  the  private  capital  mar- 
kets will  not  finance  because  they  are  not  guaranteed  to  make  short-term  prof- 
its. New  developments  will  reduce  the  costs  of  computer  chips,  lead  to  cheap 
compact  color  TV  displays,  and  create  machines  that  can  safely  hold  human 
bone  marrow  cells  outside  the  body. 

— The  National  Oceanic  and  Atmospheric  Administration  (NOAA)  is  steadily  im- 
proving the  warning  time  and  accuracy  of  weather  and  climate  forecasts,  with 
economic  and  safety  benefits  ranging  from  improved  flood  forecasts  to  safer  air- 
line flights. 

— The  Economic  Development  Administration  is  one  of  the  few  Federal  programs 
that  give  rural  areas  a  chance  to  share  in  economic  growth. 

— The  Bureau  of  Economic  Analysis  is  now  substantially  improving  economic  and 
trade  statistics,  to  give  both  business  and  government  a  more  accurate  picture 
of  where  America  stands  in  the  new  world  economy. 

Contrary  to  what  some  may  believe,  these  various  parts  of  the  Department  work 
closely  together  and  reinforce  each  other.  The  National  Institute  of  Standards  and 
Technology  (NIST),  for  example,  works  with  the  International  Trade  Administration 
(ITA)  and  U.S.  industry  to  monitor  new  product  standards  in  other  countries.  They 
identify  when  foreign  product  standards  are  used  not  to  protect  local  safety  but  as 
non-tariff  barriers  against  American  products.  Similarly,  the  Patent  and  Trademark 
Office  advises  ITA  when  foreign  governments  appear  to  use  their  patent  policies  in 
ways  which  hurt  U.S.  technology  companies. 

There  are  other  examples.  NIST  and  ITA's  U.S.  and  Foreign  Commercial  Service 
are  working  closely  with  several  friendly  countries,  including  Saudi  Arabia,  to  en- 
sure that  their  new  product  standards  are  compatible  with  American  goods  and 
services. 

NIST  and  NOAA,  in  turn,  are  working  closely  to  develop  new  measurement  tech- 
niques for  helping  the  fishing  industry  to  locate  fish  stocks.  The  Census  Bureau  reg- 
ularly provides  important  information  on  the  state  of  U.S.  manufacturing  to  compa- 
nies and  the  trade  and  technology  units  of  the  Department. 

The  National  Telecommunications  and  Information  Administration  (NTIA)  per- 
forms a  critical  role  in  forcing  government  users  to  become  more  efficient  in  their 
use  of  spectrum  radio  frequency  and  overseeing  the  governmental  uses  of  the  spec- 
trum. NTIA  has  played  a  critical  role  in  identifying  frequency  bands  for  reallocation 
to  the  private  sector,  which  ultimately  led  to  auctions  that  brought  in  over  $9  billion 
to  the  U.S.  Treasury. 

In  this  era  of  economic  competition,  the  Commerce  Department  is  the  "arsenal" 
of  business.  It's  the  Commerce  Department  through  the  International  Trade  Admin- 
istration that  rings  up  sales  for  U.S.  business — from  Boeing  and  McDonnell  Douglas 
airplanes  in  Saudi  Arabia  to  Raytheon  radars  in  Brazil.  It's  the  Commerce  Depart- 
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ment  that  enforces  the  trade  laws  that  enabled  the  steel  and  semi-conductor  indus- 
tries to  beat  back  predatory  trade  practices. 

In  the  critical  technologies  that  are  the  battleground  of  the  21st  Century,  it's  the 
Commerce  Department  that  is  leading  the  way  in  developing  and  commercializing 
new  and  emerging  technologies.  While  the  Commerce  Department  is  at  the  cutting 
edge  of  technological  development,  its  Export  Administration  is  walking  the  fine  line 
between  promoting  U.S.  exports  and  keeping  our  critical  technology  out  of  the  hands 
of  mad  men.  As  one  Commerce  official  noted,  "If  you  wake  up  and  the  bomb  hasn't 
been  detonated,  we've  done  our  job!"  Finally,  it  is  the  Commerce  Department's  eco- 
nomic statistics  that  provide  the  data  which  drive  America's  financial  markets. 

This  Department  is  not  only  working.  Its  units  are  working  effectively  together 
and  with  American  business  to  save  and  create  jobs. 

Building  for  the  Future,  Not  Retreating 

It  would  be  a  grave  mistake  to  break  up  this  winning  team  of  business  and  gov- 
ernment working  together.  The  Commerce  Department  is  succeeding.  Now  is  the 
time  to  build  on  that  progress,  not  engage  in  economic  retreat. 

What  will  happen  if  S.  929  passes  and  the  Department  is  broken  apart?  Here  are 
specific  hard  questions  that  need  to  be  raised: 

— Do  we  genuinely  want  to  break  apart  DOC's  export  promotion  machine  and 
forgo  the  billions  of  dollars  in  profits  and  thousands  of  jobs  it  helps  American 
companies  to  obtain? 

— Do  we  really  want  to  destroy  NIST,  which  accounts  for  only  one  percent  of  the 
$70  billion  annual  Federal  research  and  development  budget  used  to  help  civil- 
ian companies  develop  new  long-term,  breakthrough  technologies,  while  Ger- 
many continues  to  spend  14.5  percent  of  its  R&D  budget  for  the  same  purpose? 

— If  the  NIST  laboratories  (which  have  existed  since  Theodore  Roosevelt  estab- 
lished them  in  1901)  are  abolished,  what  will  the  country  do  without  their  abil- 
ity to  help  ensure  accuracy  in  essential  functions  of  government  and  industry? 
What,  for  example,  will  the  FBI  and  the  nation's  law  enforcement  crime  labs 
do  with  no  agency  to  help  them  ensure  accuracy  in  drug  analyses  and  DNA 
fingerprinting?  How  many  criminals  will  get  off  because  the  Nation  no  longer 
has  credible  crime  laboratory  measurements? 

— Why  would  we  abandon  the  federal  commitment  to  an  effective,  coordinated 
ocean  policy?  The  need  for  that  policy  was  first  articulated  by  the  Stratton  Com- 
mission in  1969  and  implemented  under  the  1970  Presidential  Organization 
Plan  #4  establishing  NCAA.  As  President  Nixon  said  at  that  time,  "The  oceans 
and  atmosphere  are  interacting  parts  of  the  total  environmental  system  upon 
which  we  depend  not  only  for  the  quality  of  our  lives  but  for  life  itself.  We  face 
immediate  and  compelling  needs  .  .  .  for  a  better  understanding  of  the  total  en- 
vironment— an  understanding  which  will  enable  us  more  effectively  to  monitor 
and  predict  its  actions,  and  ultimately  perhaps,  to  exercise  some  degree  of  con- 
trol over  them.  Establishment  of  NOAA  within  the  Department  of  Commerce 
would  enable  us  to  approach  these  tasks  in  a  coordinated  way."  That  statement 
is  as  true  today  as  it  was  25  years  ago. 

— What  will  happen  to  the  nation's  $50-billion-a-year  commercial  fishing  industry 
and  $70-billion-a-year  marine  recreational  fishing  industry  if  we  eliminate  fed- 
eral authority  to  monitor  fishery  harvests  and  collect  management  information? 
Are  we  really  willing  to  abandon  the  federal  programs  that  have  made  the  Unit- 
ed States  into  the  top  seafood  exporter  in  the  world? 

— Will  we  permit  unplanned  coastal  development  and  marine  pollution  to  continue 
shutting  down  our  beaches  and  shellfish  beds  and  threatening  the  health  of  ma- 
rine resources?  Half  of  the  world's  population  now  lives  within  40  miles  of  the 
coastline,  and  by  the  turn  of  the  century,  more  than  three-quarters  of  Ameri- 
cans are  expected  to  live  within  50  miles  of  the  U.S.  coastline. 

— If  we  slash  the  NOAA  budget,  do  we  realize  that  we  will  surrender  our  modern 
weather  satellites  and  radars  and  return  to  a  time  when,  for  example,  a  single 
hurricane  surprised  Galveston,  Texas,  killing  6,000  people?  And  are  we  willing 
to  forgo  further  improvements  in  weather  forecasting  by  eliminating  weather  re- 
search funds?  What  will  be  the  economic  effects  from  disrupted  transportation, 
lost  farm  income,  and  massive  rebuilding  as  a  result  of  unforeseen  natural  dis- 
asters? 

— ^At  the  same  time  we  see  a  revolution  in  communications  policy,  should  we 
eliminate  NTIA  and  leave  the  government  with  no  objective  advice  on  these  is- 
sues? Without  NTIA,  how  can  we  ensure  that  the  federal  use  of  the  radio  fre- 
quency spectrum  is  managed  fairly  and  with  the  appropriate  emphasis  on  na- 
tional security,  law  enforcement,  and  other  vital  government  interests  of  the 
United  States? 
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Besides  losing  these  capabilities,  can  anyone  seriously  believe  that  rearranging 
agency  boxes  on  the  government's  organization  chart  saves  money?  Where  is  the  evi- 
dence for  this?  There  may  be  savings  from  whatever  programmatic  cuts  are  made 
at  the  Department,  but  reorganizations  per  se,  unless  done  where  they  truly  make 
sense,  only  create  chaos,  confusion,  poor  government  services,  and  extra  cost. 

Moreover,  political  considerations  should  not  dictate  future  decisions  about  the 
Department  of  Commerce.  We  all  know  it  is  an  easy  target,  the  smallest  cabinet 
department.  We  all  know  why  it  is  the  target,  rather  than  other  departments  whose 
importance  in  the  post-Cold  War  era  may  in  fact  be  substantially  less.  We  have  all 
watched  the  irony  of  distinguished  Republicans  proposing  to  destroy  Herbert  Hoo- 
ver's department,  when  it  is  achieving  again  the  same  effectiveness  as  during  his 
remarkable  tenure. 

Eliminating  this  Department  runs  directly  counter  to  the  steps  taken  by  our  larg- 
est global  contributors.  Can  you  imagine  any  other  industrial  power  ever  delib- 
erately shooting  itself  in  the  foot  by  eliminating  export,  technology,  and  related  as- 
sistance to  its  companies?  Can  you  imagine  Japan,  or  Korea,  or  Germany,  or  France 
ever  engaging  in  this  iype  of  economic  retreat? 

Succeeding,  Not  Failing,  in  the  New  World  Economy 

The  idea  of  a  powerful  government  agency  lending  a  hand  to  assist  U.S.  business 
in  becoming  world  leaders  is  not  some  idea  hatched  in  the  sheltered  halls  of  aca- 
demia.  From  China  to  Chile,  from  South  Africa  to  France  to  Tokyo,  Commerce  De- 
partment officials  are  cracking  open  new  markets  for  U.S.  companies.  To  eliminate 
the  Department  would  abandon  U.S.  business  and  give  an  edge  to  our  international 
competition,  which  will  be  smiling  broadly.  As  long  as  Americans  engage  in  world 
commerce,  we  need  a  Department  of  Commerce  to  help  level  the  playing  field  for 
these  American  industries  and  workers,  to  give  them  a  fair  chance  to-compete  in 
a  world  dominated  by  large  foreign  companies  backed  by  the  full  resources  of  their 
governments. 

The  choice  is  actually  very  simple  and  stark.  Either  we  back  our  companies  and 
workers,  or  we  don't.  Supporters  of  the  Commerce  Department  believe  that  our  gov- 
ernment, like  every  other  major  government  in  the  world,  should  take  prudent  steps 
to  support  its  industries  and  workers — to  help  win  at  exports,  technology,  and  other 
areas.  This  Department  is  fighting  every  day  for  American  business,  and  it  is  suc- 
ceeding. We  shouldn't  break  up  the  cooperative  effort  of  business  and  government 
that  has  developed  in  recent  years.  Opponents  of  the  Commerce  Department  would 
leave  American  business  out  there  with  no  backing,  no  assistance,  and  fewer  eco- 
nomic prospects. 

This  Committee,  and  this  Congress,  should  strengthen  the  Commerce  Depart- 
ment, not  weaken  or  destroy  it.  This  Committee,  and  this  Congress,  should  soundly 
reject  S.  929. 

Chairman  ROTH.  Thank  you,  Senator  Holhngs. 
Senator  Rollings.  Yes,  sir. 

Chairman  ROTH.  We  appreciate  your  being  here  today. 
We  will  now  call  on  Senator  Pressler.  As  I  stated  earlier,  we  are 
going  to  try  to  limit  the  statements  to  5  minutes,  please. 

TESTIMONY  OF  HON.  LARRY  PRESSLER,  U.S.  SENATOR  FROM 
THE  STATE  OF  SOUTH  DAKOTA 

Senator  Pressler.  I  shall  be  even  more  limited  than  that.  I  will 
put  my  statement  largely  in  the  record.  I  thank  the  Committee 
very,  very  much  for  hearing  me. 

I  join  in  this  effort  to  look  at  reorganizing  the  Department  of 
Commerce  and  perhaps  putting  some  of  the  missions  elsewhere, 
but  certainly  keeping  trade,  technology,  and  the  businessman's 
point  of  view  at  the  cabinet  table.  I  personally  believe  we  can  re- 
duce the  number  of  cabinet  slots  to  a  level  that  the  President  can 
truly  have  his  cabinet  reporting  to  him,  rather  than  the  White 
House  staff  carr5ring  out  the  main  functions. 

Many  would  agree  that  the  Department  of  Commerce  mission 
may  be  too  diverse.  The  National  Oceanographic  and  Atmospheric 
Administration  has  little  in  common  with  the  Bureau  of  the  Cen- 
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sus,  and  the  Bureau  of  the  Census  has  Httle  in  common  with  the 
International  Trade  Administration,  yet  all  reside  in  the  Commerce 
Department. 

First,  I  would  like  to  address  trade.  The  trade  promotion  activi- 
ties of  the  Commerce  Department  are  extremely  important  to  U.S. 
business.  Too  often,  I  fear  the  effectiveness  of  Commerce's  trade 
promotion  activities  have  been  dependent  on  the  enthusiasm  and 
energy  of  whoever  is  Secretary  of  the  Department.  Malcolm 
Baldrige  and  Robert  Mosbacher  did  an  excellent  job  with  trade. 
Ron  Brown  deserves  credit  for  his  achievements  in  this  area.  How- 
ever, not  every  Secretary  of  Commerce  has  been  as  dedicated  in 
that  area. 

At  the  same  time,  I  would  like  not  to  see  these  important  func- 
tions thrown  back  into  the  State  Department,  and  I  fear  there  may 
be  an  organizational  conflict  if  that  were  folded  into  the  U.S.  Trade 
Representative's  Office.  It  is  difficult  to  expect  our  Trade  Rep- 
resentative to,  on  the  other  hand,  negotiate  trade  agreements  while 
promoting  U.S.  exports  on  the  other. 

Our  competitiveness  in  global  markets  must  be  preserved. 
Whether  a  new,  smaller  agency  created  specifically  to  support 
trade  activities  would  achieve  this  or  whether  we  consider  some  re- 
organization of  the  U.S.  Trade  Representative's  Office,  we  must 
take  care  in  structuring  our  trade  activities  to  benefit  small  U.S. 
businesses  as  well  as  Fortune  500  corporations. 

I  would  like  to  briefly  address  those  areas  of  the  Commerce  De- 
partment which  are  organizational  under  our  Committee's  jurisdic- 
tion, the  National  Oceanic  and  Atmospheric  Administration,  the 
Technology  Administration,  which  includes  the  Office  of  Technology 
Policy,  the  National  Technical  Information  Service,  NTIS,  and  the 
National  Institute  of  Standards  and  Technology,  NIST,  the  U.S. 
Travel  and  Tourism  Administration,  and  the  National  Tele- 
communications and  Information  Administration,  all  which  fall 
under  the  Secretary  of  Commerce. 

The  National  Oceanic  and  Atmospheric  Administration  may  have 
some  responsibilities  that  could  be  incorporated  into  other  agencies. 
In  general,  this  is  an  agency  that  is  a  separate  department  in  the 
governments  of  other  nations.  Japan,  for  instance,  has  a  separate 
department  for  its  NOAA  counterpart.  NOAA  conducts  sound  at- 
mospheric and  ocean  science.  The  National  Weather  Service,  which 
is  located  in  every  State  of  the  Union,  is  part  of  this  agency. 

Although  I  do  not  come  from  a  coastal  State,  my  colleagues  who 
do  rely  on  NOAA.  As  Ted  Stevens  will  tell  you,  and  he  and  I  au- 
thored a  joint  memorandum  on  this  subject  of  the  Department  of 
Commerce,  NOAA  is  as  important  to  his  State  of  Alaska  as  any 
other  cabinet-level  department.  We  should  carefully  assess  the 
NOAA  mission,  supporting  weather  warnings  and  forecasts,  marine 
and  resource  management,  and  the  overall  research  and  develop- 
ment functions  of  the  agencies. 

Some  of  the  functions  are  inherently  governmental  and  should  be 
retained.  Could  they  be  housed  elsewhere?  I  could  make  a  good 
case  for  integrating  NOAA  into  the  Department  of  Transportation, 
for  example.  In  fact,  there  are  similar  functions  in  other  depart- 
ments which  could  also  be  transferred.  I  know  my  constituents 
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would  thank  us  if  all  wetland-permitting  agencies  were  in  one  or- 
ganizational entity. 

The  point  is  this.  Take  a  look  at  the  Government  and  as  a  whole 
and  we  must  see  where  duplicative  functions  currently  exist.  We 
must  take  steps  to  consolidate  and  streamline  those  operations. 

The  Technology  Administration  is  a  relatively  new  part  of  the 
Department,  although  the  National  Institute  of  Standards  and 
Technology,  NIST,  which  is  part  of  this  organization,  has  been  in 
existence  for  over  100  years.  As  the  National  Bureau  of  Standards, 
NIST  was  charged  with  establishing  and  maintaining  weights  and 
measures  for  the  United  States. 

During  the  past  decade,  NIST  has  assumed  more  responsibilities 
for  encouraging  competitiveness  in  U.S.  industry.  Some  of  these 
programs,  which  are  housed  in  the  industrial  technology  services, 
are  grant  programs.  They  are  the  Advanced  Technology  Program, 
ATP,  and  Manufacturing  Extension  Partnership,  MEP.  There  has 
been  much  discussion  of  the  value  of  these  programs  to  the  com- 
petitiveness of  small  manufacturers  in  high-technology  ventures. 

Regardless  of  the  merit  of  NIST  programs,  it  is  clear  to  me  that 
these  programs  alone  will  not  make  our  nation  more  competitive. 
Any  effective  competitiveness  strategy  must  also  include  appro- 
priate deregulation,  tax  incentives,  antitrust,  and  product  liability 
reform. 

Standards  are  being  used  increasingly  by  foreign  governments  to 
thwart  the  entry  of  some  U.S.  industries  into  the  markets.  I  am 
one  who  believes  that  standards  will  become  an  increasingly  potent 
weapon  used  in  trade  to  hinder  market  entry  by  U.S.  firms  or  to 
retaliate  against  the  U.S.  Before  any  decision  is  made  to  sell  the 
NIST  laboratories  to  the  private  sector,  the  effective  of  privatiza- 
tion on  the  competitiveness  of  U.S.  industry  must  be  weighed  care- 
fully. 

Certainly,  there  is  a  model  for  a  private  entity  establishing 
standards  for  industry.  BellCorp,  formerly  part  of  AT&T,  was  spun 
off  when  AT&T  was  broken  up.  BellCorp  has  since  set  standards 
for  different  competitors  competently  and  efficiently  ever  since.  A 
private  entity  with  a  proper  transition  period  may  be  able  to  run 
the  NIST  labs  effectively,  but  we  are  going  to  have  to  move  into 
that  gradually. 

Mr.  Chairman,  I  see  I  have  a  red  light.  I  know  how  busy  this 
Committee  is.  I  have  several  more  pages  I  will  put  in  the  record 
regarding  the  National  Telecommunications  and  Information  Ad- 
ministration and  their  relationship,  the  possibility  of  transferring 
some  of  those  to  the  FCC  and  further  reorganization  ideas. 

I  would  like  to  submit  this,  plus  I  would  also  like  to  submit  a 
memorandum  that  Ted  Stevens  and  I  wrote  to  you,  Mr.  Chairman, 
and  your  Committee  for  the  record,  and  I  thank  you  very,  very 
much. 

Chairman  ROTH.  Thank  you  for  being  here  today.  Senator  Pres- 
sler.  We  appreciate  your  insightful  observations.  We  look  forward 
to  working  with  you  as  we  proceed  with  this  matter. 

At  this  time,  I  would  like  to  call  forward  Senator  Rockefeller. 
You  full  statement  will  be  included  as  if  read. 

Senator  Rockefeller.  Thank  you,  Mr.  Chairman. 

Chairman  ROTH.  Please  proceed. 
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TESTIMONY  OF  HON.  JOHN  D.  ROCKEFELLER  IV,  U.S. 
SENATOR  FROM  THE  STATE  OF  WEST  VIRGINIA 

Senator  Rockefeller.  Mr.  Chairman,  Senator  Glenn,  and  mem- 
bers of  the  Committee,  I  will  try  to  get  right  to  the  point.  I  think 
abolishing  the  Department  of  Commerce  is  an  excellent  way  to 
strengthen  our  foreign  competitors  and  weaken  the  United  States 
economically  and  in  terms  of  its  technological  and  trade  efforts. 

It  is  really  hard  for  me  to  conceive  of  how  proponents  came  up 
with  this  idea.  At  a  time  when  our  country  has  to  compete  with 
over  120  other  nations  that  are  aggressively  marketing  themselves 
and  developing  themselves,  where  is  the  logic  in  eliminating  the 
single  agency  dedicated  day  in  and  day  out  to  outdoing  our  com- 
petitors in  export  and  trade? 

In  just  the  last  2  years,  the  Department  of  Commerce  has  helped 
American  firms  land  nearly  $40  billion  worth  of  contracts  around 
the  world  which  now  support  300,000  jobs  in  this  country,  includ- 
ing many  in  my  own  State. 

At  a  time  when  technology  is  the  proven  key,  and  finally  recog- 
nized as  such,  to  America's  economic  growth,  to  success  in  selling 
products  in  foreign  markets,  and  defines  our  national  belief  in  what 
progress  constitutes,  that  is,  technological  development,  where  is 
the  sense  in  killing  off  a  modest  set  of  tools  to  help  small  and  me- 
dium-sized businesses  get  a  better  handle  on  technology  which 
would  otherwise  not  be  available  to  them? 

You  know,  it  is  very  important  to  remember  that  the  U.S.  is  not 
number  one  on  this  whole  business  of  civilian  technology.  In  fact, 
we  are  number  28  when  it  comes  to  the  percentage  of  public  re- 
search and  development  dedicated  to  civilian  research.  We  are 
right  there  together  with  the  Czech  Republic. 

This  just  might  be  a  clue  in  explaining  why  we  have  been  slip- 
ping in  our  share  of  the  world's  market  for  aerospace,  for  elec- 
tronics, and  for  advanced  materials.  We  have  recognized  that  now. 
Secretary  Brown  has  recognized  that,  I  think  American  industry 
has  recognized  that,  and  we  have  recognized  that  as  a  Congress 
and  we  are  trying  to  do  something  about  it. 

When  we  are  fortunate  to  have  one  agency  focused  on  American 
business  and  industry  with  a  voice  in  the  cabinet,  a  direct  link,  in 
this  case,  a  very  direct  link  to  the  President  and  proven  clout  in 
the  world,  how  does  one  come  up  with  the  idea  of  getting  rid  of  it 
except  to  feel  better? 

If  I  believed  in  conspiracies,  I  would  find  myself  thinking  that 
the  Chrysler-Dole-Abraham  bill  is  some  kind  of  a  foreign  plot  to 
steal  American  jobs,  break  our  trade  laws,  and  force  a  technological 
and  economic  surrender. 

Resist  the  temptation,  I  would  suggest,  to  flash  in  front  of  the 
American  people  an  easy  symbol  of  your  commitment  to  deficit  re- 
duction and  shrinking  Government.  Think  of  what  you  would  feel 
about  abolishing,  as  Senator  Hollings  said,  the  Department  of  De- 
fense during  the  Cold  War.  This  legislation  before  you  is  the  same 
lunacy,  suggesting  economic  disarmament  at  the  very  time  when 
the  United  States  should  be  beefing  up  our  arsenal  of  trade  en- 
forcement, export  promotion,  technological  investment,  and  local 
economic  development. 
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Mr.  Chairman,  in  January,  I  took  33  West  Virginia  business  peo- 
ple, 31  of  whom  had  never  been  to  Asia  before,  to  Japan  and  Tai- 
wan for  the  purpose  of  promoting  West  Virginia  exports.  We  are 
not  an  ocean-bound  State.  We  are  back  there  landlocked.  There  is 
no  way  for  me  to  describe  to  you  the  specific  and  direct  help  that 
the  Department  of  Commerce  was  to  us  in  preparing  that  trip  and 
in  carrying  out  that  trip  and  in  giving  confidence  and  then  results 
in  terms  of  millions  of  dollars  of  products  sold  in  Japan  and  Tai- 
wan. We  could  not  have  even  begun  it  without  the  Department  of 
Commerce. 

For  example,  the  Commerce  Department's  International  Trade 
Administration  and  its  network  of  commercial  services  based  in  the 
U.S.  and  in  other  countries  were  basic  to  these  33  folks  from  West 
Virginia,  most  of  whom  had  not  been  elsewhere  in  Asia.  The  idea 
of  eliminating  the  U.S. -based  commercial  service  offices  and  abol- 
ishing the  ITA,  moving  some  of  its  pieces  to  other  locations,  is  just 
extraordinary  to  me. 

Enact  this  bill  and  it  means  the  end  of  this  kind  of  service  to  a 
rural  State  where  small  businesses  do  not  know  how  to  begin  to 
export,  where  some  of  us  have  put  in  legislation  which  causes  the 
Export-Import  Bank  to  work  more  closely  with  the  Department  of 
Commerce  and  the  U.S.  and  Foreign  Commercial  Service  so  that 
they  can  be  more  valuable  to  small  businesses  who  are  not  accus- 
tomed to  exporting  and  do  not  even  have  the  nerve  to  start  to  ex- 
port unless  they  feel  they  have  somebody  on  their  side,  and  the 
U.S.  Department  of  Commerce  is  on  their  side. 

I  have  many  examples  in  West  Virginia.  I  will  not  give  them  to 
you  because  my  time  is  out,  but  I  hear  all  this  talk  in  Congress 
about  devotion  to  business  and  especially  to  small  business.  Elimi- 
nating the  one  agency,  Mr.  Chairman,  committed  to  this  sector,  in 
this  case,  small  business,  is  a  strange  way  to  help  them,  because 
small  business  cannot  afford  to  do  this  on  their  own  or  to  hire  the 
consultants. 

Mr.  Chairman,  in  conclusion,  I  would  say  this  is  a  feel-good  bill, 
not  a  do-good  bill.  I  think  it  should  not  pass.  I  thank  the  Chair- 
man. 

[The  prepared  statement  of  Senator  Rockefeller  follows:] 

PREPARED  STATEMENT  OF  SENATOR  JOHN  D.  ROCKEFELLER  IV 

Mr.  Chairman,  Senator  Glenn,  members  of  the  Committee,  thank  you.  I  will  get 
right  to  the  point. 

Abolishing  the  Department  of  Commerce  is  an  excellent  way  to  strengthen  our 
foreign  competitors  and  weaken  the  United  States  economically.  It  is  hard  to  even 
conceive  how  the  proponents  concocted  this  idea. 

At  a  time  when  our  country  has  to  compete  with  over  120  other  nations  for  mar- 
kets and  jobs,  where  is  the  logic  in  eliminating  the  single  agency  dedicated,  day  in 
and  day  out,  to  outdoing  our  competitors  in  exports  and  trade?  In  just  the  last  2 
years,  the  Department  of  Commerce  has  helped  American  firms  land  nearly  $40  bil- 
lion worth  of  contracts  around  the  world,  supporting  300,000  jobs  in  this  country — 
the  agency's  annual  budget  is  $4.2  billion,  the  smallest  of  any  cabinet  department. 

At  a  time  when  technology  is  the  proven  key  to  America's  economic  growth,  to 
success  in  selling  products  in  foreign  markets,  and  defines  our  national  belief  in 
progress  and  innovation — where  is  the  sense  in  killing  off  a  modest  set  of  tools  to 
help  small  and  medium-sized  businesses  get  a  better  handle  on  technology,  and  to 
invest  in  longer-term  R&D  aimed  at  making  major  technological  advances  and  en- 
suring that  the  U.S.  will  have  the  high-wage  jobs  and  high-tech  industries?  Keep 
in  mind  that  the  U.S.  is  not  number  one,  it  is  number  28  when  it  comes  to  the  per- 
centage of  public  R&D  dedicated  to  civilian  research.  We're  just  ahead  of  the  Czech 
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Republic.  This  just  might  be  a  clue  in  explaining  why  we  have  been  slipping  in  our 
share  of  the  world  markets  for  aerospace,  electronics,  and  advanced  materials. 

When  we  are  fortunate  to  have  one  agency  focused  on  American  business  and  in- 
dustry, with  a  voice  in  the  Cabinet,  a  direct  link  to  the  President,  and  proven  clout 
in  the  world,  how  does  one  come  up  with  the  idea  of  getting  rid  of  it? 

If  I  believed  in  conspiracies,  I  would  find  myself  thinking  the  Chrysler-Dole-Abra- 
ham bill  is  some  kind  of  foreign  plot  to  steal  American  jobs,  break  our  trade  laws, 
and  force  a  technological  and  economic  surrender. 

Resist  the  temptation  to  flash  in  front  of  the  American  people  an  easy  symbol  of 
your  commitment  to  deficit  reduction  and  shrinking  government.  Think  of  what  you 
would  feel  about  abolishing  the  Department  of  Defense  at  the  height  of  the  Cold 
War.  This  legislation  before  you  is  the  same  lunacy — suggesting  economic  disar- 
mament at  the  very  time  when  the  United  States  should  be  beefing  up  our  arsenal 
of  trade  enforcement,  export  promotion,  technology  investment,  and  local  economic 
development. 

The  businesses  working  hard  to  compete  and  prosper  are  not  the  ones  asking  you 
to  eliminate  the  one  agency  that  exists  to  work  with  them  every  single  day.  They 
are  as  hawkish  about  the  federal  budget  as  anyone.  But  they  happen  to  know  some- 
thing about  the  difference  between  wasteful  spending  and  sound  investments.  You 
have  a  mountain  of  letters  and  calls  from  the  companies  that  don't  want  to  see  the 
jobs  lost,  the  markets  missed,  the  technological  breakthroughs  sacrificed  that  will 
happen  if  we  don't  have  a  Department  of  Commerce. 

The  timing  of  your  hearings  is  particularly  striking  and  ironic  to  the  state  I  rep- 
resent. I  spent  the  day  yesterday  hosting  a  visit  to  West  Virginia  by  12  officials  from 
Japanese  businesses,  who  are  in  my  state  to  explore  investment  and  sales  opportu- 
nities. 

The  visit  is  a  direct  offshoot  of  an  historic  trade  mission  of  West  Virginia  business 
leaders — 33  in  all,  from  small,  medium,  and  large  companies — that  I  personally  led 
to  Japan  and  Taiwan  in  January.  In  7  months,  these  West  Virginia  companies  have 
already  entered  into  contracts  totalling  over  $4  million. 

I  admit  that  Secretary  Ron  Brown's  incredible  success  with  his  trade  missions  was 
one  of  the  inspirations  in  our  West  Virginia  trip,  which  we  called  "Project  Harvest." 
But  a  major  reason  for  the  actual  success — measured  in  hard  dollars,  contracts,  and 
jobs — is  the  Department  of  Commerce's  International  Trade  Administration  and  its 
network  of  commercial  service  offices  based  in  the  U.S.  and  other  countries.  As  you 
know,  the  Chrysler-Dole-Abraham  bill  calls  for  abolishing  the  ITA,  moving  some  of 
its  pieces  to  other  locations,  and  actually  eliminating  the  U.S. -based  Commercial 
Service  offices. 

Enact  this  bill,  and  that  means  the  end  of  the  one  based  in  Charleston,  West  Vir- 
ginia. The  office  that  in  just  1  year,  helped  over  300  businesses  learn  what  they 
need  to  know  about  cracking  foreign  markets.  The  office  that  this  very  minute  is 
working  with  the  18  companies  that  went  on  my  trade  mission  to  Japan  and  Tai- 
wan, and  has  been  instrumental  in  the  $4  million  of  business  so  far. 

Without  ITA's  network  of  Commercial  offices  here  and  abroad,  I  wouldn't  be  here 
reciting  these  results.  Nor  could  the  companies  that  now  have  contracts.  Take  Preci- 
sion Samplers,  whose  president  joined  us  on  the  mission.  Two  months  later,  this 
company  won  a  $500,000  contract  to  supply  coal  sampling  systems  to  Taiwan.  There 
is  also  Walhonde  Tools,  a  small  company  based  in  South  Charleston,  whose  presi- 
dent, Mrs.  Kay  McClure,  was  introduced  by  the  Department  of  Commerce's  office 
to  a  Japanese  company  that  has  since  signed  on  the  dotted  line  for  an  initial  pur- 
chase of  tools.  I  would  love  to  spend  an  entire  day  telling  you  about  Touchstone 
Labs,  a  company  that  has  gone  from  a  three-person  operation  to  employing  40.  With 
help  from  Commerce's  Economic  Development  Administration  in  the  1980s,  Touch- 
stone moved  into  a  research  park  near  Wheeling,  West  Virginia,  and  then  turned 
to  the  Charleston  commercial  assistance  office  for  advice  on  exporting.  The  result? 
A  contract  with  a  Swiss  laboratory,  to  buy  Touchstone's  Fiber  Push-Out  Scanning 
Electron  Microscope  for  $100,000. 

We  have  companies  in  West  Virginia  selling  their  products  in  Mexico,  Saudi  Ara- 
bia, Brazil,  and  all  over  the  world,  because  of  advice,  information,  and  motivation 
they  got  directly  from  the  U.S.  and  Foreign  Commercial  Service  offices  in  Charles- 
ton, West  Virginia  and  abroad.  The  contracts,  the  profits,  and  the  jobs  would  not 
exist  without  our  own  Federal  Government  devoting  specialists  and  resources  to  ex- 
actly this. 

I  hear  all  this  talk  about  the  new  Congress  and  its  devotion  to  business,  especially 
small  businesses.  Eliminating  the  one  agency  committed  to  this  sector  and  Amer- 
ican business  interests  around  the  world  is  a  strange  way  to  help  them.  Small  busi- 
nesses cannot  afford  to  hire  the  consultants  and  globetrotters  that  the  Department 
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of  Commerce  makes  available  in  every  one  of  our  states.  This  bill  would  eliminate 
these  domestic  offices  completely. 

The  Chrysler-Dole-Abraham  bill  lays  out  different  fates  for  different  parts  of  the 
Department  of  Commerce.  Moving  companies  are  certainly  going  to  do  well  under 
this  bill,  because  one  result  will  be  a  lot  of  relocation  and  unnecessary  disruption. 
Instead  of  housing  export  control,  export  promotion,  trade  enforcement,  and  other 
functions  in  an  agency  focused  intensely  on  America's  private  sector  and  economic 
strength,  the  functions  will  be  stuck  into  other  buildings  and  agencies  with  different 
missions  and  histories.  It  sounds  like  a  terrific  way  to  ensure  10  years  or  more  of 
confusion  and  distraction.  In  the  meantime,  our  competitors  will  keep  their  eye  on 
the  ball,  investing  in  civilian  R&D,  grabbing  markets,  and  defending  their  own  busi- 
nesses. 

You  may  also  hear  from  some  witnesses  who  say  a  better  way  to  organize  federal 
trade  functions  is  a  Department  of  Trade.  That  sounds  appealing.  But  launching 
new  agencies  while  you're  razing  others  does  raise  questions.  In  fact,  there  are  very 
good  arguments  for  separating  the  trade  enforcement  activities  of  our  government 
from  our  trade  negotiators  and  foreign  policy  makers.  Having  a  separate  cop  on  the 
beat,  with  less  investment  in  how  trade  agreements  got  hammered  out,  and  more 
investment  in  the  follow-up,  makes  sense  and  more  than  that,  it  works.  Listen  to 
industries  who  have  plenty  to  complain  about  when  it  comes  to  the  international 
playing  field  of  trade,  like  steel  companies  who  know  a  lot  about  foreign  dumping. 
They  are  not  complaining  about  having  a  Department  of  Commerce  making  sure  for- 
eign companies  comply  with  our  trade  laws  and  for  American  business  interests. 

Mr.  Chairman,  this  is  a  feel-good  bill  and  not  a  do-good  bill.  Congress  does  not 
have  the  luxury  of  wasting  time  on  symbolic  ways  to  claim  we're  dealing  with  big 
challenges  and  real  problems.  Chopping  up  an  agency,  and  eliminating  some  of  the 
parts  that  have  the  highest  payoffs  in  jobs  and  economic  return,  is  not  the  way  to 
deal  with  the  deficit.  Retreating  economically  as  the  world's  competitors  suit  up 
would  be  destructive,  to  American  businesses,  workers,  and  families.  We  have  a 
trade  deficit  of  $166  billion  to  close,  and  that  should  be  our  focus.  We  have  people 
who  want  higher  wages — technology  and  increasing  high-tech  exports  are  their  best 
hope.  This  is  a  time  to  encourage,  not  dismantle,  the  Department  of  Commerce,  and 
ask  for  even  more  of  the  tangible  dividends  they  are  producing.  I  urge  you  to  reject 
this  dangerous  idea. 

Chairman  ROTH.  Thank  you,  Senator  Rockefeller. 

Our  next  speaker  will  be  Senator  Bond.  We  will  be  pleased  to  put 
your  statement  in  full  into  the  record.  We  are  pleased  to  have  you 
here  as  the  one  who  heads  the  Small  Business  Committee.  Senator 
Bond? 

TESTIMONY  OF  HON.  CHRISTOPHER  S.  BOND,  U.S.  SENATOR 
FROM  THE  STATE  OF  MISSOURI 

Senator  BOND.  Thank  you  very  much,  Mr.  Chairman,  members 
of  the  Committee.  I  will  need  to  submit  my  full  statement  because 
I  have  a  lot  to  say,  but  fortunately,  I  will  try  to  watch  the  lights 
and  stay  within  the  5-minute  time  limit. 

I  do  Chair  the  Small  Business  Committee  and  I  am  here  because 
of  my  concern  for  the  assistance  that  the  Commerce  Department 
provides  to  small  business.  I  also  Chair  the  International  Finance 
Subcommittee  of  the  Banking  Committee,  which  has  jurisdiction 
over  all  of  the  Commerce  Department  trade  agencies  with  the  ex- 
ception of  the  Import  Administration  function. 

I  am  here,  however,  not  just  because  of  the  jurisdictional  ques- 
tions but  because  of  my  personal  commitment  to  and  experience  in 
promoting  exports  and  export  opportunities,  an  endeavor  I  have 
shared  with  several  members  of  this  Committee. 

I  believe  that  as  we  enter  the  21st  century,  it  is  clear  that  the 
future  of  our  economy  depends  upon  the  international  marketplace. 
There  is  no  question  in  my  mind,  if  we  are  to  remain  the  world's 
leading  economy,  then  we  will  have  to  dominate  the  international 
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marketplace  as  well  as  our  own.  The  competition  is  going  to  be  in- 
tense. Companies  from  other  nations  will  come  equipped  with  a 
wide  array  of  tools  provided  by  their  nation's  government,  from 
concessional  financing  to  market  research  to  top-level  sales  help 
from  senior  government  officials. 

If  our  companies  are  going  to  remain  competitive,  they  must 
have  access  at  least  to  the  same  tools.  The  International  Trade  Ad- 
ministration and  the  Bureau  of  Export  Administration  are  the 
agencies  that  will  help  to  provide  our  companies  with  that  edge. 
S.  929  would  eliminate  large  portions  of  the  ITA,  BXA,  and  disperse 
their  remaining  functions  to  other  agencies  throughout  the  Federal 
bureaucracy. 

These  are  the  engines  that  drive  the  rest  of  the  Federal  Govern- 
ment's trade  agencies.  Without  them,  other  agencies  cannot  func- 
tion effectively.  For  that  reason,  last  month  I  went  to  the  floor  and 
said,  at  an  appropriate  time,  I  will  offer  an  amendment  to  this  bill 
to  strike  the  trade  sections  and  replace  them  with  language  creat- 
ing a  new,  very  small  Department  of  International  Trade.  It  is  a 
simple  proposition  endorsed  by  a  large  part  of  the  business  commu- 
nity. These  agencies  work.  They  should  not  be  split  up.  They 
should  continue  to  have  cabinet-level  representation. 

My  colleagues  need  to  understand  that  ITA  is  responsible  for 
supporting  the  activities  of  the  U.S.  Trade  Representative,  with 
sectoral  and  technical  expertise.  This  bill  does  not  recognize  that 
fact. 

USTR  is  successfully  performing  a  critical  function  but  it  only 
has  170  people.  It  could  not  handle  all  of  our  trade  negotiations 
without  significant  support  from  ITA  and  the  other  agencies.  Even 
more  importantly,  ITA  is  the  Federal  agency  with  primary  respon- 
sibility for  monitoring  bilateral  and  multilateral  trade  agreements 
once  they  are  in  place.  Elimination  of  the  network  of  ITA  special- 
ists would  severely  hamper  our  ability  to  monitor  trade  agreements 
and  ensure  that  other  countries  are  playing  by  the  rules. 

Secondly,  this  bill  would  effectively  remove  the  Federal  Govern- 
ment from  providing  export  promotion  and  assistance  for  non-agri- 
cultural exports.  Some  Senators  may  agree  with  that.  I  do  not.  I 
think  the  economic  battleground  has  moved  solidly  to  the  inter- 
national marketplace  and  our  future  economic  growth  depends  in 
large  part  on  American  firms  winning  their  share  of  new  markets 
developing  in  places  like  Indonesia,  India,  Brazil,  and  China,  which 
have  huge  populations  hungry  for  development. 

I  can  tell  you  that  our  large  exporters  can  do  the  job  themselves. 
They  have  the  people;  they  have  the  staffs.  But  smaller  and  me- 
dium-sized businesses  cannot  do  it  without  the  kind  of  assistance 
that  is  now  being  provided  by  the  trade  agencies. 

Infrastructure  needs  in  these  countries  alone  are  staggering. 
Competition  for  projects  is  intense.  Companies  from  other  nations 
will  aggressively  seek  to  win  them,  and  they  will  go  after  the  con- 
tracts with  the  active  backing  of  their  governments.  Already,  our 
companies  are  competing  with  fewer  government  resources  than 
other  governments  give  those  who  are  competing  with  our  busi- 
nesses. If  we  send  them  in  unarmed,  they  are  not  going  to  have  a 
chance. 
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We  also  have  to  recognize  that  the  market  in  most  of  these  coun- 
tries is  not  hke  ours.  The  contracts  are  awarded  by  governments, 
not  by  private  firms.  The  officials  responsible  for  making  the  buy- 
ing decisions  are  used  to  dealing  with  other  government  officials 
rather  than  businessmen.  U.S.  Government  support  is  needed  to 
ensure  the  business  effort  succeeds. 

Turning  now  to  the  Bureau  of  Export  Administration  and  the 
problems  the  bill  would  raise  with  regard  to  that  agency,  S.  929 
would  transfer  the  responsibility  for  licensing  dual-use  exports  to 
the  Department  of  Defense.  The  Department  of  Defense  is  not  in 
the  business  of  issuing  export  licenses.  It  only  issues  advice.  If  you 
gave  them  the  responsibility,  the  decisions  would  be  weighted  all 
towards  national  defense  and  a  very  important  component  of  our 
exports,  the  high-technology  area,  could  not  be  taken  into  consider- 
ation, we  would  lose  tremendously. 

Transferring  responsibility  for  enforcing  export  controls  to  Cus- 
toms would  split  up  the  responsibility  and  take  away  fi*om  their 
more  visible  activity  in  curtailing  the  spread  of  illegal  drugs. 

USTR  is  part  of  the  Executive  Branch,  the  Office  of  the  Presi- 
dent. It  needs  to  be  there  as  a  right  arm  of  the  President.  It  only 
has  170  people.  We  should  not  be  beefing  that  up.  The  USTR  plays 
a  vital  role  in  negotiating  trade  agreements  as  the  President's  rep- 
resentative and  refereeing  fights  between  other  agencies.  These 
should  not  be  combined. 

Mr.  Chairman,  I  appreciate  the  chance,  and  at  some  future  time 
if  any  members  of  the  Committee  would  like  to  discuss  this  at 
length,  I  will  be  more  than  happy  to  do  so.  I  do  feel  strongly  about 
it. 

[The  prepared  statement  of  Senator  Bond  follows:] 

PREPARED  STATEMENT  OF  SENATOR  BOND 

U.S.  Senator  Christopher  S.  "Kit"  Bond,  Chairman  of  the  Senate  Banking  Sub- 
committee on  International  Finance,  took  his  case  for  preserving  the  Department  of 
Commerce's  International  Trade  Administration  (ITA)  and  the  Bureau  of  Export  Ad- 
ministration (BXA)  to  the  Senate  Government  Affairs  Committee  this  afternoon.  In 
testimony  before  the  Committee  considering  a  bill  to  abolish  the  Department  of 
Commerce,  Bond  spelled  out  the  importance  of  these  agencies  and  outlined  his  pro- 
posal for  a  new  Department  of  International  Trade. 

"As  we  enter  the  21st  century,  it  is  clear  the  future  of  our  economy  depends  on 
the  international  marketplace.  If  we  are  to  remain  the  world's  leading  economy, 
then  we  will  have  to  dominate  the  international  marketplace  as  well  as  our  own. 
The  competition  will  be  intense,  and  companies  from  other  nations  will  come 
equipped  with  a  wide  array  of  tools  provided  by  their  nation's  governrnent — from 
concessional  financing  to  market  research  to  top-level  sales  help  from  senior  govern- 
ment officials.  If  our  companies  are  going  to  remain  competitive,  they  must  have  at 
least  some  access  to  the  same  tools.  The  International  Trade  Administration  and  the 
Bureau  of  Export  Administration  are  the  agencies  that  will  help  to  provide  our  com- 
panies with  that  edge. 

"S.  929  would  eliminate  large  portions  of  ITA  and  BXA,  and  disperse  their  re- 
maining parts  to  other  agencies  throughout  the  federal  bureaucracy.  BXA  and  ITA 
are  the  engine  that  drive  the  rest  of  the  Federal  Government's  trade  agencies.  With- 
out them  the  other  agencies  will  cease  to  function  effectively.  For  that  reason,  last 
month  I  went  to  the  floor  and  said  that — at  the  appropriate  time — I  will  offer  an 
amendment  to  S.  929  to  strike  sections  202,  203  and  204  and  replace  them  with 
language  creating  a  new,  very  small,  Department  of  International  Trade.  This 
amendment  is  based  on  a  simple  proposition — a  proposition  that  has  been  endorsed 
by  a  large  part  of  the  business  community — that  these  agencies  should  not  be  split 
up,  and  that  they  should  continue  to  have  cabinet-level  representation. 

"I  would  like  to  take  a  few  moments  to  discuss  why  these  agencies  are  so  impor- 
tant, and  why  they  must  be  retained.  First,  Senators  need  to  understand  that  the 
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International  Trade  Administration  is  responsible  for  supporting  the  activities  of  the 
U.S.  Trade  Representative  with  sectoral  and  technical  expertise.  S.  929  appears  not 
to  recognize  this  fact.  USTR  is  a  successful  agency  that  performs  a  critical  function, 
yet  it  must  be  understood  that  it  is  made  up  of  a  mere  170  people.  They  could  not 
possibly  handle  all  of  our  trade  negotiations  without  significant  support  from  ITA 
and  other  agencies. 

"As  an  example,  when  we  negotiated  the  Japan  auto  parts  deal  in  Geneva  last 
month,  Mickey  Kantor  led  the  team.  Sitting  next  to  him,  however,  was  Jeff  Garten, 
the  Under  Secretary  for  ITA,  and  behind  them  were  experts  from  the  Office  of  Auto- 
motive Affairs  and  the  Office  of  Japan  Trade  Policy.  S.  929  would  appear  to  elimi- 
nate both  of  these  agencies,  which  would  leave  our  negotiator  unsupported  and  un- 
able to  counter  the  Japanese  negotiator  on  the  other  side  of  the  table.  We  would 
have  our  head  handed  to  us  in  future  negotiations.  The  result  would  be  a  loss  of 
U.S.  jobs  as  our  ability  to  negotiate  fair  trade  agreements  is  eroded. 

"The  important  role  that  ITA  plays  in  trade  negotiations  is  illustrated  by  looking 
at  the  recent  NAFTA  talks  on  which  ITA  experts  spent  more  than  50,000  hours  in 
the  last  year  of  the  talks  alone.  I  would  also  note  that  ITA  plays  the  lead  role  in 
a  wide  range  of  trade  talks.  For  example,  ITA  led  the  negotiations  that  opened  Ja- 
pan's construction  and  government  procurement  markets  to  U.S.  firms. 

"Even  more  important,  in  my  opinion,  is  that  the  International  Trade  Administra- 
tion is  the  federal  agency  with  primary  responsibility  for  monitoring  bilateral  and 
multilateral  trade  agreements.  Elimination  of  the  network  of  ITA  specialists  would 
severely  hamper  our  ability  to  monitor  trade  agreements  and  ensure  that  other 
countries  are  playing  by  the  rules.  This  is  particularly  important  in  view  of  the  suc- 
cess we  have  had  in  trade  negotiations  over  the  past  20  years.  As  we  negotiate  more 
trade  agreements,  it  becomes  even  more  important  to  monitor  and  enforce  them  so 
that  we  can  translate  our  gains  on  paper  into  gains  in  jobs. 

"Second,  S.  929  would  effectively  remove  the  Federal  Government  from  providing 
export  promotion  and  assistance  for  nonagricultural  exports.  Now,  I  realize  many 
Senators  would  applaud  that  result,  but  would  like  to  take  just  a  moment  to  review 
the  impact  it  would  have  on  American  companies. 

"The  economic  battleground  has  moved  solidly  to  the  international  marketplace. 
Our  future  economic  growth  depends,  in  large  part,  on  American  firms  winning 
their  share  of  the  new  markets  developing  in  places  like  Indonesia,  India,  Brazil 
and  China.  These  countries  have  huge  populations  hungry  for  development.  The  in- 
frastructure needs  alone  are  staggering.  Even  if  we  look  only  at  Asia,  investment 
in  roads,  bridges,  telecommunications  systems,  power  generation  and  other  infra- 
structure projects  is  estimated  to  be  $1  trillion  over  the  next  5  years.  The  competi- 
tion for  these  projects  will  be  intense.  Companies  from  Germany,  Japan,  Canada 
and  other  nations  will  aggressively  seek  to  win  them;  and  they  will  go  after  them 
with  the  active  backing  of  their  governments.  Already,  our  companies  compete  with 
fewer  government  resources  than  their  government  competitors.  If  we  send  them  in 
unarmed,  they  won't  have  a  chance. 

"We  must  also  recognize  that  the  market  in  most  of  these  countries  is  not  like 
ours.  Almost  all  of  these  infrastructure  contracts  will  be  awarded  by  governments, 
not  by  private  firms.  The  officials  responsible  for  making  the  buying  decisions  are 
used  to  dealing  with  other  government  officials,  rather  than  with  businessmen.  U.S. 
government  support  is  needed  to  support  the  business  effort  so  that  they  can  win 
in  these  markets. 

"A  third  problem  with  the  proposal  before  us  is  that  it  would  destroy  the  Import 
Administration.'  The  Import  Administration  is  the  agency  responsible  for  enforcing 
and  administering  the  laws  against  dumped  and  subsidized  exports  of  other  coun- 
tries. Actions  initiated  by  the  Import  Administration  have  played  a  key  role  in  the 
revitalization  of  several  U.S.  industries.  S.  929  would  transfer  the  functions  of  the 
Import  Administration  to  USTR  which  is  not  a  proper  agency  to  be  making  such 
determinations,  and  which  will  not  have  the  manpower  to  handle  the  job.  The  result 
would  almost  certainly  be  a  deterioration  of  our  ability  to  enforce  our  anti-dumping 
laws. 

"I  would  like  to  turn  now  to  the  Bureau  of  Export  Administration  and  the  prob- 
lems this  bill  would  raise  with  regard  to  that  agency.  S.  929  would  transfer  the  re- 
sponsibility for  licensing  dual  use  exports  from  BXA  to  the  Department  of  Defense. 
Under  the  current  system  of  export  controls,  the  Commerce  Department  is  respon- 
sible for  licensing  dual-use  exports  such  as  machine  tools,  computers,  and  tele- 
communications. The  State  Department  has  the  responsibility  for  licensing  weapons 
sold  overseas.  The  Defense  Department's  role  is  advisory  only — they  are  not  respon- 
sible for  issuing  export  licenses. 

"The  proposal  to  move  the'  licensing  function  to  the  Defense  Department  won't 
work.  DOD  has  responsibility  for  national  security,  not  exporting.  They  do  not  have 
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the  expertise  to  deal  with  dual-use  commercial  items  such  as  machine  tools,  comput- 
ers, and  telecommunications  items;  and  will  not  take  commercial  considerations  ade- 
quately into  account,  even  though  dual  use  items  have  enormous  importance  for  ex- 
port growth  and  job  creation  here  in  the  United  States.  The  result  is  certain  to  be 
that  they  will  err  on  the  side  of  caution  and  deny  all  licenses — or  at  least  a  majority 
of  them.  The  balance  that  we  currently  have,  in  which  the  interests  of  exporters  are 
balanced  against  our  critical  security  needs  would  be  lost. 

"Furthermore,  the  proposal  would  transfer  the  responsibility  for  enforcing  export 
controls  from  Commerce  to  the  Customs  Service.  Now,  I  am  a  strong  supporter  of 
the  Customs  Service.  I  think  they  are  doing  a  fine  job  with  the  limited  resources 
we  give  them.  I  have  visited  several  of  their  facilities,  I  have  watched  them  in  action 
at  the  border.  We  can  be  proud  of  the  job  they  are  doing,  particularly  in  keeping 
illegal  drugs  out  of  our  country. 

"I  am  concerned,  however,  that  the  proposal  to  split  enforcement  from  export  li- 
censing and  transfer  it  to  Customs  will  weaken  our  effort  to  control  the  spread  of 
weapons  of  mass  destruction.  No  matter  how  good  a  job  Customs  does,  and  they 
have  done  some  good  work  in  this  area,  they  will  still  not  be  focused  on  it  as  their 
primary  function,  as  the  agents  in  Commerce  are  currently.  Also,  I  fear  that  export 
enforcement  will  take  a  back  seat  to  the  more  visible  activity  of  combatting  the 
spread  of  illegal  drugs. 

"I'd  like  to  turn  for  a  moment  to  the  proposal  to  transfer  several  of  these  functions 
to  USTR.  I  simply  don't  think  that  will  work.  USTR  is  part  of  the  executive  office 
of  the  President.  For  2  years  now,  we  have  told  the  President  that  he  must  cut  the 
White  House  staff  back  significantly.  Now  comes  this  proposal  that  would  reverse 
any  progress  that  has  been  made  by  transferring  hundreds  of  new  employees  to  the 
White  House.  That  doesn't  make  a  whole  lot  of  sense. 

"Just  as  important,  USTR  is  not  an  appropriate  home  for  these  agencies  or  func- 
tions. USTR  is  a  policy  agency  designed  to  advise  the  President  and  play  the  role 
of  honest  broker  between  other  agencies  with  trade  interests.  Transferring  the  func- 
tions of  the  Import  Administration,  the  Foreign  Commercial  Service,  and  other 
agencies  to  USTR  will  make  it  a  line  agency  with  significantly  broader  responsibil- 
ities than  it  currently  has.  I  question  whether  that  is  a  step  we  want  to  be  taking. 
I,  for  one,  do  not  think  so. 

"As  I  stated  earlier,  if  we  are  in  fact  going  to  eliminate  the  Commerce  Depart- 
ment, I  believe  the  solution  to  this  problem  is  to  create  a  very  small,  but  very  effec- 
tive Department  of  International  Trade  made  up  solely  of  the  existing  functions  of 
the  International  Trade  Administration  and  the  Bureau  of  Export  Administration, 
and  represented  in  the  cabinet.  Creation  of  this  agency  will  allow  us  to  continue  to 
remain  effective  in  the  international  arena  without  spending  more  money  than  we 
are  now.  It  keeps  BXA  and  ITA  together,  thereby  preserving  the  synergy  that  comes 
from  keeping  trade  in  one  agency;  and  it  allows  exporters  to  continue  to  have  a 
place  at  the  cabinet  table. 

"This  new  Department  of  International  Trade  would  not  be  the  bureaucratic  mon- 
ster that  today's  Commerce  Department  has  become.  It  would  have  a  budget  of  less 
than.  $400  million — not  even  one-tenth  of  the  current  Commerce  Department  budg- 
et. My  plan  would  not  consolidate  other  existing  trade  agencies.  It  would  leave 
USTR,  the  Export-Import  Bank,  OPIC  and  TDA  as  independent  agencies.  Senators 
may  ask  why  I  do  not  consolidate  them  into  this  new  agency,  and  my  answer  is  very 
simple,  they  work,  and  I  have  long  subscribed  to  the  old  adage,  if  it  ain't  broke, 
don't  fix  it.  They  are  small  agencies,  performing  critical  functions,  and  we  ought  to 
leave  them  alone  to  continue  that  fine  work. 

"As  I  have  said  already,  trade  is  the  key  to  our  economy's  future.  If  we  toss  in 
the  towel  right  now,  we  can  give  up  on  the  hope  of  remaining  the  world's  most  im- 
portant economy.  We  simply  won't  be  able  to  do  so.  I  am  not  willing  to  toss  in  the 
towel,  and  I  bet  a  majority  of  Senators  agree  with  me.  I  urge  you  to  look  closely 
at  this  issue  and — when  you  mark  up  the  bill,  to  ensure  that  the  International 
Trade  Administration  and  Bureau  of  Export  Administration  retain  their  critical  role 
in  our  nation's  trade  policy." 

Chairman  RoTH.  Thank  you  for  being  here,  Senator  Bond. 

Let  me  say,  first  of  all,  that  I  strongly  agree  that  trade  is  the 
engine  on  which  this  country  is  going  to  grow  and  create  oppor- 
tunity and  jobs,  so  that  whatever  we  do  in  reorganization,  and  I 
still  have  an  open  mind  on  that,  it  should  be  with  the  goal,  with 
the  objective  of  promoting  the  export  of  American-made  products 
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and  services.  We  look  forward  to  working  with  you  on  this  most  im- 
portant matter.  Thank  you  very  much  for  being  here  today. 

Senator  BOND.  Thank  you  very  much,  Mr.  Chairman.  I  am  ready 
and  wilhng  to  do  so. 

Chairman  ROTH.  At  this  time,  it  is  my  pleasure  to  call  forward 
the  Honorable  Ronald  H.  Brown,  the  Secretary  of  Commerce.  Sec- 
retary Brown  needs  no  introduction.  I  do  want  to  echo  what  a  num- 
ber of  Senators  have  said.  I  have  appreciated  the  aggressiveness  of 
the  Secretary  in  promoting  the  sale  and  the  export  of  American- 
made  products.  For  the  reasons  I  have  already  briefly  mentioned, 
there  is  nothing  more  important. 

Mr.  Secretary,  it  is  a  pleasure  to  welcome  you.  I  was  just  saying, 
before  you  came  in,  a  number  of  the  Senators  have  congratulated 
and  thanked  you  for  your  aggressive  stance  when  it  comes  to  trade, 
to  exports.  As  I  told  you  in  our  meeting  a  couple  of  days  ago,  I,  too, 
very  much  appreciate  the  fact  that  you  have  given  this  a  high  pri- 
ority. 

As  we  come  together  here  today  to  consider  reorganization,  it  is 
not  just  a  question  of  dismantling  or  making  Government  smaller. 
The  important  factor  is  how  do  we  enable  Government  to  provide 
better  service?  We  are  looking  for  an  answer  to  that  and  we  wel- 
come you,  Secretary  Brown,  and  look  forward  to  hearing  your  re- 
marks. 

TESTIMONY  OF  HON.  RONALD  H.  BROWN,  SECRETARY  OF 

COMMERCE 

Secretary  BROWN.  Thank  you  very  much,  Mr.  Chairman. 

For  the  very  reasons  that  you  just  articulated,  I  am  very  pleased 
to  be  before  the  Committee  this  afternoon.  I  had  the  opportunity 
to  be  sitting  in  the  room  next  door  and  watching  some  of  it  on  tele- 
vision, and  must  admit  that  I  was  very  pleased  to  hear  the  com- 
ments that  all  the  members  of  this  Committee,  and  some  who  are 
not  on  this  Committee,  made  about  the  Department  and  the  work 
that  we  have  done  and  about  our  future. 

I  would  like  to  make  a  few  points  briefly.  I  have  a  fairly  lengthy 
prepared  statement  that  I  trust  will  be  made  a  part  of  the  record. 

Chairman  ROTH.  Your  full  statement  will  be  included  as  if  read. 

Secretary  Brown.  Thank  you  very  much,  Mr.  Chairman. 

There  has  been  a  lot  of  hot  rhetoric  on  this  issue  of  the  future 
of  the  Commerce  Department,  and  that  is  why  hearings  of  this 
t3^e,  when  we  have  a  chance  to  do  some  analysis  and  get  into  some 
dialogue  and  talk  about  what  the  real  implications  of  the  proposals 
are,  are  such  a  pleasure  to  participate  in. 

Some  of  those  who  have  supported  the  legislation  that  the  Com- 
mittee is  considering  say  that  they  support  it  because  it  saves 
money.  I  think  that  there  is  some  considerable  doubt  about  that. 

Others  support  it  because  they  say  it  is  a  sensible  effort  to  reor- 
ganize or  restructure.  I  am  hard  pressed  to  figure  out  how  elimi- 
nation is  a  good  way  to  restructure,  and  just  scattering  things  to 
the  wind  is  a  way  to  provide  the  kind  of  S3niergy  that  is  needed  to 
be  effective. 

Others  seem  to  say  that  they  support  this  legislation  just  because 
there  is  something  written  in  stone  which  implies  that  getting  rid 
of  a  cabinet  agency  is  good  for  America.  It  has  nothing  to  do  with 
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downsizing  or  rightsizing.  It  has  nothing  to  do  with  how  many  peo- 
ple the  Federal  Government  employs.  It  has  nothing  to  do  with 
how  much  money  the  Federal  Government  spends,  but  just  in  and 
of  itself,  there  is  something  wonderful  and  beautiful  about  getting 
rid  of  a  cabinet  agency.  I  doubt  that  a  good  case  can  be  made  for 
that  rationale. 

I  must  admit,  Mr.  Chairman,  when  I  first  heard  of  these  propos- 
als, and  I  know  when  a  good  many  others  in  our  country,  including 
in  the  business  community  heard  these  proposals,  they  could  not 
believe  them.  They  were  incredulous  about  proposals  that  would,  in 
effect,  conclude  that  the  United  States  of  America  would  be  the 
only  country  in  the  world  where  the  business  community,  the  pri- 
vate sector,  has  no  seat  at  the  cabinet  table. 

That  makes  little  or  no  sense  in  a  globalized  economy  with  global 
competition  being  what  it  is,  and  I  acknowledge  that  there  was  not, 
therefore,  much  response  initially  to  the  proposals  because  people 
were  virtually  incredulous  about  them.  They  found  them,  most, 
rather  ludicrous. 

I  believe  that  what  is  needed  is  a  thoughtful  dialogue.  It  seems 
to  me  that  there  are  many  who  do  not  really  know  what  the  mis- 
sion of  the  Commerce  Department  is,  what  we  do  and  why  we  do 
it.  The  fact  is,  our  mission  is  to  ensure  and  enhance  economic  op- 
portunity for  all  the  American  people,  and  I  would  maintain  that 
that  is  exactly  what  we  are  doing. 

I  would  like  to  begin,  Mr.  Chairman,  if  I  might,  by  assessing  a 
little  bit  about  what  it  is  that  we  do  and  why  we  do  it  and  how 
it  fits  together.  I  know  that  the  assertion  has  been  made  by  many, 
even  some  who  have  been  supportive  of  the  Commerce  Department, 
that  it  is  this  hodgepodge  of  agencies  that  does  not  fit  together. 

I  do  not  believe  that  to  be  the  case.  I  believe  that  that  is  a  false 
assertion.  I  believe  that  virtually  every  agency,  every  unit  in  the 
Commerce  Department,  in  fact,  has  much  to  do,  is  inextricably  con- 
nected to  the  ability  to  grow  our  economy  and  create  jobs.  That  is 
the  focus  of  every  single  unit. 

I  know  a  lot  has  been  made  of  NOAA,  and  people  say,  what  is 
NOAA  doing  in  the  Commerce  Department?  I  would  be  the  last 
person  to  argue  that  there  cannot  be  a  rational  argument  made  for 
NOAA  being  someplace  else,  being  an  independent  agency,  being  in 
another  department  of  Government.  I  would  suggest  when  those 
proposals  are  reviewed,  most  would  conclude  that  it  fits  pretty  well 
in  the  Commerce  Department,  and  this  has  been  a  subject  that  has 
been  discussed  for  probably  20  years  on  Capitol  Hill,  about  what 
to  do  with  this  agency. 

I  would  suggest  that  if  you  try  to  tell  a  commercial  fisherman 
that  he  or  she  has  nothing  to  do  with  American  commerce,  they  are 
liable  to  throw  you  overboard.  They  think  they  have  got  a  lot  to  do 
with  American  commerce.  I  know  in  many  of  the  States  of  New 
England,  they  understand  that.  I  know  in  the  Gulf  Coast  States, 
they  understand  that.  In  the  Pacific  Northwest,  they  understand 
that. 

Tell  some  of  our  farmers  that  the  National  Weather  Service  has 
nothing  to  do  with  whether  they  are  able  to  survive,  commercially 
survive.  Tell  our  transportation  industry  that  the  Weather  Service 
and    the    work    they    do    through    their    satellites,    through    their 
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Nexrad,  through  their  Doppler  radar,  has  nothing  to  do  with 
whether  they  can  survive  and  prosper,  has  nothing  to  do  with  the 
American  economy.  I  think  it  has  a  lot  to  do  with  the  American 
economy. 

That  is  not  to  say  that  we  are  a  status  quo  agency.  That  is  not 
to  say  that  I  am  a  status  quo  Secretary  of  Commerce  or  that  I  come 
to  make  a  case  that  nothing  should  ever  change.  That  would  be  a 
ridiculous  position  to  take.  We  have  to  be  better.  We  have  to  be 
more  efficient.  We  have  to  rightsize.  We  have  to  reinvent  ourselves, 
and  that  is  exactly  what  we  are  about  the  business  of  doing. 

I  know,  although  there  is,  I  think,  acknowledgement  that  we  are 
doing  well  at  promoting  exports  and  creating  economic  growth  and 
jobs  in  the  United  States,  there  continue  to  be  a  lot  of  questions 
about,  well,  why  is  there  not  more  support  from  the  business  com- 
munity? That  has  been  taken  as  a  fact,  that  there  is  no  support 
from  the  business  community. 

I  have  with  me  over  2,000  letters  that  we  have  received  in  the 
last  couple  of  weeks  from  business  leaders  of  companies  both  large 
and  small  stating  unequivocally  their  support  for  the  work  of  the 
Department  of  Commerce.  If  the  Chairman  thinks  it  is  not  inappro- 
priate, I  would  like  to  have  those  entered  into  the  Congressional 
Record,  since  so  much  has  been  made  about  the  lack  of  business 
support. 

I  think  you  would  be  very  pleased  and  very  interested  in  looking 
at  the  names  of  those  companies.  Some  of  those  companies  will  be 
companies  you  never  heard  of  because  they  are  very  small  compa- 
nies. Others  are  some  of  the  giants  of  the  American  private  sector. 
I  would  request,  if  the  Chairman  feels  it  appropriate,  to  have  those 
letters  entered  into  the  record. 

Let  me  now  turn,  if  I  could,  to  the  importance  of  public-partner- 
ship, Mr.  Chairman.  We  believe  that  we  have  begun  to  redefine  a 
whole  set  of  relationships  in  America.  One  of  the  relationships  that 
has  been  in  desperate  need  of  redefinition  is  the  relationship  be- 
tween the  public  and  private  sector.  It  seems  to  me  that  we  have 
wasted  about  40  years  in  a  debate  in  our  country  about  the  role 
of  Government  vis-a-vis  the  private  sector. 

While  we  have  been  in  this  ideological  or  philosophical  debate, 
our  global  competitors  figured  out  that  role  a  long  time  ago,  and 
that  is  why  they  are  doing  much  better  in  this  global  economy  than 
they  ought  to  be  doing  and  we  are  not  yet  doing  as  well  as  we 
should  be  doing. 

I  maintain,  Mr.  Chairman  and  members  of  this  Committee,  that 
we  cannot  compete  and  win  in  the  global  economy  unless  there  is 
a  real  partnership  between  the  public  and  private  sectors,  unless 
we  are  communicating  and  working  together,  unless  we  at  the  De- 
partment of  Commerce  are  standing  shoulder  to  shoulder  with 
American  business  and  industry. 

That  partnership  must  be  defined  within  a  context  and  that  con- 
text is  that  the  private  sector  has  to  lead.  That  is  a  given.  That 
the  private  sector  fuels  the  engine  that  pulls  the  train  of  economic 
growth  and  job  creation  in  America.  But  we  in  Government  have 
a  responsibility,  too,  and  that  is  to  clear  the  track  so  that  that  train 
can  run  swiftly  and  smoothly,  so  that  we  can  remove  obstacles. 
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There  are  two  ways  that  we  can  be  a  good  partner.  We  can  stand 
shoulder  to  shoulder,  when  that  is  appropriate,  and  we  can  get  out 
of  the  way,  when  that  is  appropriate.  That  is  exactly  the  kind  of 
action  that  we  have  been  taking  over  these  last  2V2  years,  to  be 
more  effective. 

There  is  no  question  that  our  successes  in  the  area  of  export  pro- 
motion have  been  well  accounted  for,  whether  it  is  $10  billion 
worth  of  sales  in  Saudi  Arabia,  and  I  would  request  or  suggest  if 
anyone  doubts  it  that  you  talk  to  the  CEOs  of  the  companies  in- 
volved and  ask  them  if  those  deals  would  have  been  done  without 
the  hard  work  of  the  Commerce  Department,  and  in  one  case,  with- 
out the  hard  work  of  the  President  of  the  United  States.  I  happen 
to  think  that  that  is  a  pretty  good  use  of  the  time  of  the  Secretary 
of  Commerce  and  the  President  of  the  United  States,  to  help  create 
economic  growth  and  jobs  in  America. 

The  same  can  be  said  of  the  famous  Amazon  Surveillance  System 
project  in  Brazil,  where  an  American  company  and  tens  of  sub- 
contractors employing  American  workers  won  a  contract  that  ev- 
eryone will  tell  you  would  not  have  been  won  without  the  hard 
work  of  the  Commerce  Department,  a  $1.4  billion  contract  provid- 
ing significant  employment  opportunity  for  the  American  people. 
The  same  is  true  in  Indonesia,  in  India,  in  countries  all  over  the 
world. 

There  is  no  question  about  the  success  of  our  trade  missions,  Mr. 
Chairman.  When  I  became  Secretary  of  Commerce,  I  came  with  the 
attitude  that  I  was  sick  and  tired  of  the  likes  of  President 
Mitterand  and  Chancellor  Kohl  and  Prime  Minister  Major  getting 
on  aircraft  to  fly  to  the  distant  corners  of  the  earth  to  support  the 
commercial  interests  of  France  and  Germany  and  Great  Britain 
and  we  were  doing  little  or  none  of  that. 

That  is  not  that  there  were  never  trade  missions  in  previous  ad- 
ministrations; there  certainly  were.  But  they  certainly  did  not  go 
about  it  in  the  kind  of  aggressive,  proactive  manner  that  we  have 
gone  about  it. 

Let  us  recognize  that  there  are  tremendous  opportunities  in  the 
developing  part  of  the  world,  and  yes,  it  makes  a  difference  when 
the  Secretary  of  Commerce  of  the  United  States  gets  off  an  aircraft 
and  on  that  aircraft  are  emblazoned  the  words,  "United  States  of 
America",  and  he  or  she  walks  down  to  that  tarmac  accompanied 
by  25  or  30  American  CEOs  of  companies  large  and  small.  That  re- 
verberates throughout  those  countries.  And  in  most  of  those  coun- 
tries decisions  are  still  made  by  government  officials,  and  so  they 
care  where  the  United  States  Government  stands.  They  want  to 
know  whether  we  support  our  business  and  our  industry. 

The  work  of  our  Trade  Promotion  Coordinating  Committee, 
which  I  have  the  opportunity  and  privilege  to  chair,  which  has 
brought  together  all  of  the  trade  promotion  agencies  of  the  Federal 
Government,  we  report  to  the  Congress  every  year.  So  to  say  there 
is  no  coordination  between  our  trade  functions  just  is  not  true.  It 
is  working.  It  is  working  better  than  ever. 

Our  advocacy  center,  which  is  something  new,  if  you  came  to  see 
it,  it  looks  like  the  floor  of  an  investment  banking  firm,  the  trading 
floor,  where  there  are  clocks  on  the  wall  with  the  times  around  the 
world,  where  individuals  are  tracking  now  300  major  infrastructure 
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projects  around  the  world  worth  a  total  of  $180  billion.  We  want 
to  make  sure  that  American  companies  get  a  big  piece  of  that  ac- 
tion, creating  economic  growth  and  jobs  here  in  America. 

We  know  that  international  competition  is  fierce,  Mr.  Chairman, 
but  we  also  know  that  it  is  not  only  export  promotion.  There  must 
be  a  confluence  between  our  trade  policy,  our  export  policy,  on  one 
hand,  and  our  technology  policy  on  the  other  hand.  We  have  to 
bring  the  two  together  in  order  to  make  it  make  sense,  and  they 
are  both  directly  related  to  our  economic  future,  our  ability  to  grow 
this  economy.  Unless  we  are  leaders  in  technology,  we  are  not 
going  to  be  able  to  provide  new  high-wage,  high-quality  jobs  for  the 
people  our  country. 

What  these  proposals  would  do  would  be  to  eliminate  the  Ad- 
vance Technology  Program,  which  comprises  1  percent  of  our  Na- 
tion's R&D  spending,  1  percent  of  our  Federal  spending.  That  is  all 
it  is.  But  it  is  a  program  without  which  a  lot  of  technical  innova- 
tion would  not  take  place. 

I  know  there  are  many  people  in  the  Congress  who  say,  well,  just 
tell  the  private  sector  to  go  visit  their  nearest  venture  capitalist. 
There  is  no  patient  capital  out  there.  A  venture  capitalist  wants  to 
invest  in  something  that  can  produce  a  product  in  6  months  or  a 
year,  put  it  to  market,  and  sell  it.  There  is  nothing  wrong  with 
that,  but  a  venture  capitalist  is  not  interested  in  5  and  10-year 
projects.  But  when  you  do  those  projects  and  you  can  complete 
them,  what  you  do  is  create  a  whole  new  sector  of  our  economy  and 
thousands  of  jobs  to  the  American  people.  That  is  what  this  is 
about. 

Intellectual  property  rights  protection  that  is  done  by  the  Com- 
merce Department  through  our  Patent  and  Trademark  Office, 
equally  important,  Mr.  Chairman. 

That  is  why  we  have  been  so  troubled  at  this  notion  that  there 
is  no  fit  here.  Economic  statistics  and  analysis,  which  our  business 
leaders  depend  on  to  make  their  judgments,  to  make  business  judg- 
ments, that  comes  from  the  Commerce  Department.  That  fits  to- 
gether with  our  Bureau  of  Export  Administration  and  the  Patent 
and  Trademark  Office  and  our  International  Trade  Administration 
and  our  Technology  Administration,  to  include  NIST  and  the  NIST 
laboratories,  which  play  such  an  important  part  in  our  Nation's 
economic  future. 

I  also  want  to  tell  you,  as  I  told  the  House  of  Representatives 
yesterday,  the  President  of  the  United  States  feels  very  strongly 
about  this.  He  has  told  me  and  asked  me  to  communicate  to  the 
Congress  that  he  will  veto  any  legislation  which  seeks  to  dismantle 
the  Department  of  Commerce.  He  thinks  it  is  a  mistake  for  our  Na- 
tion's economic  future.  Many  of  the  programs  in  our  Department 
are  priorities  of  the  administration,  specifically  export  promotion 
and  advance  technology. 

I  believe  that  the  legislation  being  considered  by  the  Committee 
and  by  the  Congress,  Mr.  Chairman,  at  best  is  penny-wise  and 
pound-foolish.  It  dismantles  and  scatters  our  trade  efforts.  It  de- 
stroys the  synergy  that  exists.  We  finally  got  it  right.  We  are  fi- 
nally being  praised  around  the  world.  Our  international  competi- 
tors, frankly,  are  just, shaking  their  heads  at  us,  wondering  what 
is  going  on,  when  we  are  finally  leveling  the  playing  field  for  Amer- 
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ican  business  and  industry,  this  talk  about  dismantling  us.  We  fi- 
nally got  it  working  the  way  it  ought  to  be  working,  and  that  has 
been  recognized  not  only  in  this  country  but  by  our  competitors 
alike. 

It  would  also  end  a  half  a  century  of  bipartisan  support  for  tech- 
nology. In  other  words,  it  attacks  our  most  successful  efforts  and 
those  most  needed  for  global  competitiveness. 

It  hurts  small  companies.  It  would  destroy  our  system  of  Export 
Assistance  Centers  around  the  country,  which  are  in  place  to  help 
small  companies  get  into  the  export  marketplace.  They  need  some 
hand  holding.  A  lot  of  them  are  afraid  of  it.  They  have  never  done 
it  before.  I  do  not  know  who  is  going  to  help  do  that  if  we  do  not 
help  do  it. 

Our  manufacturing  centers  are  important  in  maintaining  our 
manufacturing  base  in  America.  I  happen  to  believe  that  the  Mi- 
nority Business  Development  Agency  is  very  important.  We  ought 
to  be  sending  a  message  to  our  minority  citizens  that  they  do  not 
only  have  to  participate  in  our  economy  as  workers,  but  rather  as 
entrepreneurs,  as  business  men  and  women.  That  is  what  that 
agency  does  with  a  very,  very  small  budget. 

There  are  proposals  that  we  transfer  the  Bureau  of  Export  Ad- 
ministration to  the  Defense  Department.  Most  business  people 
would  not  agree  with  that,  although  I  must  say  that  in  this  admin- 
istration, the  Commerce  Department  and  Defense  Department 
have  been  in  agreement  on  almost  every  issue  involving  export  con- 
trols because  we  are  concerned  about  proliferation  and  arms  con- 
trol. We  are  also  concerned  about  pursuing  our  commercial  inter- 
est, and  there  has  to  be  the  right  kind  of  balance  in  this  post-Cold 
War  era. 

The  Economic  Development  Administration,  which  has  been 
under  attack,  Mr.  Chairman,  is  terribly  important.  It  is  the  only 
agency  of  the  Federal  Government  that  is  in  the  business  to  as- 
sist  

Chairman  ROTH.  Could  I  ask  you  to  try  to  summarize  your  re- 
marks? 

Secretary  BROWN.  I  will  summarize  it  very  quickly,  Mr.  Chair- 
man. It  is  the  only  agency  of  the  Federal  Government  that  is  in  the 
business  to  assist  economically  distressed  rural  and  urban  commu- 
nities and  it  is  very  much  involved  in  defense  conversion,  which  we 
all  know  we  need  with  this  cutback  in  defense  expenditures. 

In  closing,  Mr.  Chairman,  let  me  just  make  a  couple  of  quick  as- 
sertions. First,  transferring  functions  does  not  save  any  money. 

Secondly,  box  shuffling,  moving  things  to  other  agencies  does  not 
make  Government  work  better.  If  anything,  any  process  has  proven 
that  you  can  save  money  without  doing  that,  it  is  the  appropria- 
tions process  in  the  House  of  Representatives,  where  there  have 
been  markups  of  the  appropriations  bill.  We  took  hard  cuts,  cuts 
that  I  do  not  like,  but  they  were  cuts  that  kept  the  Department 
whole  and  kept  the  synergy  in  place. 

We  think  our  Department  creates  more  bang  for  the  buck, 
leverages  Federal  dollars  more  effectively,  through  ITA,  in  particu- 
lar, than  any  other  Government  agency.  That  goes  for  our  tech- 
nology programs,  our  Manufacturing  Technology  Centers,  and  our 
international  trade  activity. 
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That  is  not  to  say  we  do  not  need  to  make  it  work  better;  we  do. 
That  is  why  we  have  reinvented  it.  That  is  why  we  are  still  re- 
inventing it.  Fewer  workers,  a  plan  in  place  to  reduce  our 
workforce  by  20  percent  by  1999,  closing  offices,  both  regionally 
and  across  the  nation  that  are  not  needed.  We  have  already  made 
a  giant  step  in  that  direction.  Privatization  and  Government  cor- 
poration models  that  we  are  proposing  for  the  Patent  and  Trade- 
mark Office  and  NTIS. 

So  we  believe  that  we  are  on  the  road.  We  believe,  in  effect,  Mr. 
Chairman,  that  we  are  the  Department  of  the  future,  and  that  is 
why  we  have  looked  forward  to  being  able  to  have  discussions  with 
members  of  this  Committee  about  the  future  of  the  Commerce  De- 
partment. 

Thank  you  very  much,  Mr.  Chairman. 

[The  prepared  statement  of  Secretary  Brown  follows:] 

PREPARED  STATEMENT  OF  RONALD  H.  BROWN 

Mr.  Chairman,  Members  of  the  Committee,  I  appreciate  the  opportunity  to  appear 
before  you  today.  I  want  you  to  know  that  I  come  before  this  Committee  today  with 
an  open  mind  about  how  the  work  and  the  structure  of  the  Commerce  Department 
can  be  improved.  I  know  you  have  given  this  subject  much  thought,  and  I  genuinely 
look  forward  to  discussing  these  matters  with  you. 

But  on  the  underlying  question  of  whether  the  United  States  of  America  needs 
a  Commerce  Department — on  this  issue  I  cannot  yield.  I  say  this  not  because  I  am 
the  Secretary  of  Commerce,  and  so  have  an  allegiance  to  the  institution  that  re- 
quires me  to  defend  it.  Rather,  I  am  committed  to  the  survival  of  the  U.S.  Depart- 
ment of  Commerce  because  I  believe  passionately  that  the  work  of  this  Department, 
and  the  manner  in  which  its  various  components  relate  to  one  another,  is  essential 
to  the  economic  growth  and  well-being  of  this  country.  The  issue  for  me  is  not 
whether,  in  these  times  of  fiscal  austerity,  we  can  afford  the  U.S.  Department  of 
Commerce — the  issue  is  whether  we  can  afford  to  be  without  it.  Today's  Commerce 
Department  works  to  create  jobs  and  enhance  economic  opportunity  for  the  Amer- 
ican people.  Commerce  works  to  represent  American  business  interests  at  the  high- 
est levels  of  government,  including  at  the  Cabinet  table.  Commerce  works  to  level 
the  playing  field  and  to  provide  the  tools  that  American  companies,  workers,  and 
communities  need  to  remain  competitive  in  the  global  economy. 

Frankly,  I  am  a  little  disheartened  that  the  need  to  have  a  U.S.  Department  of 
Commerce  is  not  obvious  to  each  member  of  Congress.  Clearly  this  is  not  the  case, 
because  you  have  asked  me  to  comment  on  a  proposal  that  eliminates  the  Commerce 
Department — a  proposal  that,  in  my  view,  terribly  weakens  this  country  in  its  battle 
to  remain  strong  and  competitive  in  the  global  marketplace.  This  is  the  President's 
view  as  well:  he  has  authorized  me  to  tell  you,  in  simple  and  direct  terms,  that  he 
will  veto  any  legislation  that  dismantles  the  Department  of  Commerce. 

My  testimony  will  not  dwell,  however,  on  the  details  of  S.  929,  because  I  believe 
its  deficiencies  are  self-evident.  Rather,  if  we  are  going  to  engage  in  a  conversation 
about  how  best  to  organize  the  work  of  the  Department,  it  is  critical  that  you  under- 
stand exactly  what  Commerce  does  and  how  we  are  reinventing  ourselves  in  order 
to  see  the  implications  of  its  elimination.  Indeed,  Commerce  programs  are  essential 
for  the  long-term  health  of  the  economy  and  are  an  investment  in  the  future. 

This  morning  I  will  provide  you  with  concrete  examples  of  just  how  successful  the 
Department  of  Commerce  has  been,  from  international  trade  in  South  Africa  and 
Saudi  Arabia,  to  technology  development  and  deployment  in  California  and  Con- 
necticut, to  helping  preserve  the  viability  of  the  U.S.  semiconductor  industry  in  the 
face  of  an  unfair  foreign  onslaught,  to  fishery  conservation  in  Oregon  and  Maine. 
It  is  a  solid  record  of  achievement.  Most  significantly — and  this  point  is  critical — 
it  is  a  record  of  achievement  that  could  not  have  been  accomplished  but  for  the 
unique  and  effective  configuration  of  today's  Commerce  Department. 

Commerce  at  Work 

As  the  President  recently  stated,  this  Department  helps  the  private  sector  face 
the  trends  that  affect  the  world's  economy.  Markets  are  becoming  increasingly  glob- 
al. Competition  is  fierce  and  relentless.  Technology — one  of  the  principal  drivers  of 
sustained  economic  growth — is  constantly  changing,  knowing  neither  predetermined 
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home  nor  boundaries.  The  ability  of  smaller  companies  to  enter  export  markets  and 
develop  and  adopt  innovations  is  increasingly  vital.  In  such  an  environment,  the 
American  economy  depends  in  large  part  on  our  companies'  abilities  to  innovate, 
and  to  survive  and  to  prosper  in  new  markets  abroad  and  against  foreign  competi- 
tion at  home. 

That  is  why  the  President  has  put  forward  a  national  economic  strategy — with 
Commerce  at  center  stage — which  includes  concrete  tools  to  enhance  investment,  to 
open  markets  and  to  promote  exports,  to  encourage  innovation,  and  to  educate  and 
to  train  our  people.  And  the  President's  recent  budget  reaffirms  the  importance  he 
places  not  only  on  balancing  the  Federal  budget  in  a  way  that  enhances  sustainable 
economic  growth,  but  also  on  maintaining  investments  in  education  and  training, 
and,  most  relevant  to  this  hearing,  on  stimulating  investment,  opening  markets  and 
promoting  innovation.  In  fact.  Commerce  programs  help  the  U.S.  economy  more 
fully  realize  its  growth  potential,  thus  contributing  to  incomes  and  tax  revenues 
that  finance  these  public  expenditures. 

The  Department  of  Commerce's  emphasis  on  boosting  U.S.  exports  and  stimulat- 
ing technological  innovation  recognizes  that  open  markets  and  technology  are  criti- 
cal to  our  Nation's  ability  to  compete.  In  both  areas,  the  United  States  must  have 
in  place  policies  and  programs  that  work  to  level  the  playing  field  for  American 
businesses  and  workers.  It  is  important  to  remember  that  compared  with  our  major 
trading  partners,  the  United  States  ranks  dead  last  in  expenditures  for  export  pro- 
motion relative  to  the  size  of  our  economy.  It  is  important  to  remember  that  com- 
pared with  Japan  and  Germany,  the  United  States  spends  less  on  non-defense  R&D 
as  a  percentage  of  GDP.  It  is  important  to  remember  that  our  trading  partners  have 
taken  seriously  the  need  for  public-private  partnerships  that  promote  economic  com- 
petitiveness. 

For  too  long,  U.S.  companies  were  shut  out  of  lucrative  foreign  markets  or  repeat- 
edly lost  bids  for  international  contracts,  while  foreign  governments  aggressively 
promoted  the  interests  of  theirs  firms  abroad.  Smaller  manufacturers  in  the  United 
States,  unable  to  modernize  quickly  enough  and  meet  payroll,  laid  off  workers  and 
closed  their  plants  in  the  face  of  fierce  and  relentless  competition.  And  report  after 
report  told  us  that  the  United  States  was  losing  ground  in  virtually  every  area  of 
high  technology — from  automobiles  to  semiconductors — as  the  Federal  Government 
stood  idly  by. 

This  Department  of  Commerce  has  instituted  the  programs  and  policies  that 
mean  cutting-edge,  competitive,  better  paying  jobs.  We  work  everyday  to  boost  ex- 
ports, to  deregulate  business,  to  help  smaller  manufacturers  battle  foreign  competi- 
tion, to  advance  the  technologies  critical  to  our  future  prosperity,  to  invest  in  our 
communities,  and  to  fuse  economic  and  environmental  goals. 

With  the  smallest  budget  of  any  Cabinet  department,  the  Commerce  Department 
has,  nonetheless,  posted  a  solid  record  of  achievement.  We  are  American  business' 
surest  ally  in  job  creation,  serving  as  a  vital  resource  base,  a  tireless  advocate  and 
a  Cabinet-level  voice  for  the  private  sector. 

While  the  Department's  reach  is  wide,  do  not  confuse  its  breadth  with  a  lack  of 
focus.  All  of  our  activities  have  a  central  focus:  creating  jobs  and  promoting  the 
long-term  competitiveness  of  the  Nation's  economy.  To  that  end,  all  of  the  bureaus 
of  the  Department  aim  to  contribute  to  the  five  cross-cutting  Departmental  themes 
of  promoting  export  growth,  advancing  civilian  technology,  promoting  environmental 
stewardship,  promoting  economic  development,  and  providing  the  necessary  sup- 
porting economic  information  and  analysis. 

Export  Growth:  Over  the  last  7  years,  U.S.  exports  of  goods  and  services  ac- 
counted for  over  one-third  of  U.S.  economic  growth  and  export-related  jobs  grew  six 
times  faster  than  total  employment.  The  Department  of  Commerce  has  the  primary 
responsibility  to  advocate  for  U.S.  exports  and  international  economic  affairs.  The 
Department  of  Commerce  has  staff  devoted  solely  to  helping  U.S.  companies  in- 
crease their  exports. 

We  devote  over  80  percent  of  our  trade  promotion  resources  to  small-  and  me- 
dium-sized businesses.  That  translates  into  answering  more  than  2,300  faxes  and 
calls  at  the  Trade  Information  Center  and  other  Commerce  offices  every  day.  Any- 
one can  walk  into  or  call  one  of  our  73  domestic  offices,  including  six  "one-stop"  ex- 
port assistance  centers  co-located  with  the  Small  Business  Administration  and  the 
Export-Import  Bank.  In  1994  alone.  Commerce  generated  4,000  export  success  sto- 
ries with  small-  and  medium-sized  companies.  By  any  measure,  Commerce  works 
to  boost  exports  and  create  jobs.  For  example, 

— I  have  led  Presidential  Trade  Missions  to  Russia,  China,  India,  South  America, 
South  Africa,  and  other  booming  export  markets.  In  1994  alone,  our  advocacy 
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helped  produce  some  $45  billion  of  foreign  business  deals,  with  $20  billion  in 
U.S.  content,  supporting  over  300,000  person  years  of  employment  in  America. 

— For  the  first  time,  we  have  energized  the  Trade  Promotion  Coordinating  Com- 
mittee under  Commerce's  chairmanship  and  brought  under  one  umbrella  all 
Federal  export  promotion  efforts.  We  have  enhanced  trade  finance  services,  im- 
proved the  delivery  of  trade  information,  identified  new  markets  with  high 
growth  potential,  and  provided  high-level  advocacy  for  American  business. 

— We  helped  Polaroid  Corporation  by  working  with  the  Indian  Government  to 
lower  India's  50%  tariff  on  imports  on  instant  print  film — the  tariff  was  lowered 
by  more  than  half. 

— We  helped  GE  Corp.  (in  a  consortium  with  Black  and  Veatch)  win  a  contract 
to  build  a  power  generation  plant  in  Malaysia.  According  to  the  company,  the 
$250  million  project  supports  2,700  jobs  for  GE  and  its  suppliers. 

— We  helped  NYNEX  win  a  complex  bid  to  install  a  global  telecommunications 
system  known  as  FLAG  (the  Fiberoptic  Link  Around  the  Globe)  which,  when 
complete,  will  be  the  longest  undersea  telecom  cable,  running  from  Japan  to  the 
United  Kingdom.  The  project's  value  has  been  estimated  at  $1.4  billion  with 
$900  million  in  U.S.  content,  supporting  10,000  U.S.  jobs. 

— We  have  eliminated  obsolete  and  inefficient  controls  and  streamlined  the  export 
control  process,  without  jeopardizing  national  security,  freeing  up  $32  billion  in 
exports. 

— We  have  developed  a  new  comprehensive  export  license  review  system  that  per- 
mits greater  interagency  participation  in  return  for  firm  time  limits  and  a  dis- 
ciplined dispute-settlement  process. 

— We  have  worked  with  our  trading  partners  to  implement  market-opening  initia- 
tives, such  as  NAFTA  and  the  GATT.  We  supported  USTR  in  the  Japanese  auto 
talks  aimed  at  creating  opportunities  for  American  firms  and  workers. 

— We  are  actively  enforcing  laws  against  unfair  trade  practices  to  provide  firms 
injured  by  imports  with  the  relief  to  which  they  are  entitled.  The  unfair  trade 
laws  complement  our  market  opening  efforts  overseas,  by  ensuring  a  level  play- 
ing field  at  home,  while  pursuing  long-term  solutions  abroad. 

— We  conduct  over  41,000  domestic  counseling  services  for  smaller  companies  each 
year,  facilitating  more  than  $4  billion  in  exports  by  smaller  businesses.  For  ex- 
ample: 

•  Commerce  helped  Aquatics  Unlimited  of  California  win  a  5-year,  $10  million 
contract  to  lean  up  Indonesian  canals.  This  boosted  the  company's  employ- 
ment from  20  to  50. 

•  We  helped  Calmaquip  Engineering  Corp.  (small  and  minority  owned)  win  a 
$7  million  contract  to  supply  medical  equipment  and  services  to  a  university 
hospital  in  Turkey. 

To  eliminate  these  successful  trade  promotion  efforts  or  move  the  Bureau  of  Ex- 
port Administration  from  the  Department  of  Commerce  to  somewhere  else  in  the 
government  would  relegate  U.S.  companies  of  all  sizes  once  again  to  second-place 
status  in  international  competition.  The  potential  economic  gains  from  retaining 
Commerce  far  exceed  the  Federal  investment  in  the  Department.  And  the  commer- 
cial stakes  are  sky-high.  By  the  year  2010,  for  example,  world  imports  of  our  trading 
partners  are  expected  to  increase  in  real  terms,  by  more  than  $2  trillion  over  today's 
level.  Infrastructure  development  projects  alone  are  estimated  to  be  at  least  $1  tril- 
lion in  Asia  by  the  year  2000  and  to  approach  $500  billion  in  Latin  America  over 
the  next  decade. 

The  Clinton  Administration  believes  U.S.  companies  should  have  every  oppor- 
tunity to  win  these  contracts.  But,  without  strong  support  from  the  U.S.  govern- 
ment, the  international  playing  field  will  continue  to  be  tilted  against  U.S.  firms — 
and  U.S.  workers. 

Civilian  Technology:  Innovation  is  also  critical  to  economic  growth  and  job  cre- 
ation. It  is  estimated  that  at  least  50  percent  of  the  Nation's  growth  over  the  last 
50  years  is  related  to  the  development  and  use  of  technology.  And  the  jobs  that 
growth  produces  are  exactly  the  ones  we  want  to  create.  The  average  annual  com- 
pensation in  the  high-technology  sector  exceeds  the  average  for  all  manufacturing 
by  20  percent.  For  the  last  five  decades,  the  Government  invested  in  science  and 
technology  in  defense  of  the  Nation  and  in  pursuit  of  national  goals  related  to 
health,  space  and  the  quest  for  knowledge. 

Times  and  technology  have  changed.  We  face  stiff  international  competition  in  one 
field  after  another.  Cycle  times — the  time  from  innovation  to  product — have  short- 
ened in  most  industries.  We  can  no  longer  hope  that  a  technological  breakthrough 
spurred  by  a  national  security  need  will  be  first  to  market. 
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R&D  trends  are  still  a  concern.  In  the  United  States,  public  and  private  sector 
investment  in  R&D  has  been  anemic  for  more  than  a  decade,  declining  from  an  an- 
nual growth  rate  of  4  percent  from  the  1980's  to  1.5  percent  for  the  first  3  years 
of  the  1990's.  To  meet  fierce  and  relentless  foreign  competition  and  stockholder  ex- 
pectations, many  U.S.  companies  have  front-loaded  R&D  investments,  choosing  to 
pursue  short-term  goals  and  commercialize  products  more  quickly.  Today,  U.S.  com- 
panies invest  less  than  5  percent  of  their  R&D  in  long-term,  risky  projects,  creating 
a  gap  between  federally  funded  basic  research  and  private  sector  product  develop- 
ment. Moreover,  since  1992,  companies  like  AT&T,  General  Electric,  IBM,  Kodak, 
Texaco,  and  Xerox — world  renowned  for  their  investment  in  long-term  R&D — have 
dramatically  reduced  their  R&D  spending. 

Meanwhile,  international  pressures  keep  rising.  The  Wall  Street  Journal  reports 
that  major  high-technology  companies  overseas  increased  R&D  spending  23  percent 
from  1988  to  1993,  while  U.S.  funding  remained  flat.  For  years  our  competitors  have 
consistently  invested  a  higher  percentage  of  their  resources  in  non-defense  R&D 
than  the  United  States,  with  Japan  investing  35  percent  more  than  we  do  on  a  per 
capita  basis  and  Germany  investing  30  percent  more.  In  addition,  emerging  eco- 
nomic powers — China,  India,  Taiwan,  Singapore,  South  Korea — have  been  aggres- 
sively promoting  investment  in  R&D  and  deployment  of  technology.  China,  for  ex- 
ample, earlier  this  year  announced  that  it  will  increase  publicly  supported  R&D  by 
nearly  1  percent  of  GDP  by  the  year  2000.  This  year  the  United  States  ranks  28th 
in  the  world  in  the  percentage  of  public  R&D  funding  dedicated  to  civilian  research 
behind  every  industrialized  nation  and  just  ahead  of  the  Czech  Republic. 

Lack  of  adequate  investment  in  R&D  is  taking  its  toll  on  America.  Based  on 
OECD  designations,  the  United  States  trade  balance  in  "high  tech"  manufacturing 
industries  has  steadily  eroded  for  the  past  15  years  and  been  negative  for  a  decade. 
Our  trade  surplus  in  "Advanced  Technology  Products"  — which  includes  advanced 
materials,  biotechnology,  aerospace,  electronics,  flexible  manufacturing,  information 
and  communications,  and  opto-electronics — has  eroded  by  more  than  20  percent  be- 
tween 1990  and  1993.  By  one  measure,  the  U.S.  erosion  of  market  share  in  elec- 
tronics has  meant  about  $100  billion  in  lost  sales  between  1985  and  1989  alone. 
Likewise,  the  U.S.  share  of  world  markets  for  aerospace  products  declined  from  a 
high  of  79  percent  in  1970  to  62  percent  in  1988.  At  today's  operating  rate,  this  is 
equivalent  to  about  300,000  lost  American  jobs. 

To  face  these  challenges.  Commerce  has  instituted  a  different  model,  one  which 
focuses  explicitly  on  civilian  industrial  technology  and  better  connects  the  Federal 
basic  research  mission  to  real-world  private  sector  commercialization — one  in  which 
public-private  partnerships  spur  private  sector  investment  in  high-risk,  long-term 
innovations  and  get  technologies  into  the  hands  of  America's  small-  and  medium- 
sized  manufacturers.  The  results  speak  for  themselves: 

— The  Department  of  Commerce  is  funding  42  manufacturing  centers  in  32  states 
through  its  Manufacturing  Extension  Partnership  (MEP).  These  centers  are 
helping  the  Nation's  381,000  smaller  manufacturers  battle  foreign  competition 
by  adopting  modern  technologies  and  production  techniques.  In  1994,  the  cen- 
ters' staff  made  more  than  10,000  site  visits  to  smaller  companies,  during  which 
they  assessed  company  operations  and  recommended  ways  to  improve  efficiency. 
Survey  data  of  companies  served  by  the  MEP  indicate  an  8-to-l  payoff  on  Fed- 
eral investment  in  terms  of  increased  productivity,  better  paying  jobs,  and  en- 
hanced competitiveness. 

— The  Advanced  Technology  Program  (ATP)  helps  fill  the  gap  between  basic  and 
mission-oriented  R&D — which  accounts  for  the  great  majority  of  the  U.S.  Gov- 
ernment's R&D  spending — and  short-term  commercial  research,  which  accounts 
for  almost  all  of  the  private-sector  spending.  The  ATP  provides  cost-shared 
awards  to  companies  and  consortia  for  competitively  selected  projects  to  develop 
high-risk,  enabling  technologies — not  products — that  have  huge  economic  poten- 
tial but  whose  prospects  are  too  uncertain  to  attract  investment  capital  and 
whose  benefits  disperse  too  widely  to  permit  a  single  firm  to  capture  the  result- 
ing economic  benefit.  The  early  results  of  an  analysis  of  ATP  awards  to  date 
finds  important  new  technical  capabilities,  creation  of  new  jobs,  new  commercial 
opportunities — and  some  early  growth — for  U.S.  firms  and  our  technology  base. 
Athough  the  major  benefits  of  the  ATP  will  take  years  to  realize,  preliminary 
data  from  34  small  firms  indicate  that  over  90  percent  expect  to  add  new  em- 
ployees within  5  years;  of  these  half  expect  to  add  more  than  25  employees. 

— The  National  Telecommunications  and  Information  Administration,  consulting 
closely  with  the  private  sector,  has  taken  a  strong  leadership  role  within  the 
Administration  on  all  issues  involved  in  advancing  the  national  information  in- 
frastructure (Nil)  and  the  global  information  infrastructure  (GII).  NTIA  has 
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worked  with  the  private  sector  to  set  forth  blueprints  for  the  Nil  and  Gil  and 
implemented  a  grant  program  to  demonstrate  the  potential  of  the  Nil  in  local 
communities  across  the  Nation,  focusing  on  applications  in  the  areas  of  edu- 
cation, medicine,  and  community  networks.  NTIA  also  developed  a  plan  for  re- 
lease of  235  MHz  of  Federal  radio  spectrum  to  the  Federal  Communications 
Commission  (FCC)  for  assignment  to  the  private  sector,  which  is  expected  to 
spawn  a  new  generation  of  wireless  telecommunications  and  information  serv- 
ices. NTIA  also  was  instrumental  in  developing  the  policy  under  which  the  FCC 
auctioned  radio  spectrum  licenses,  yielding  close  to  $9  billion  for  the  Treasury. 
— Strong  intellectual  property  protection  enables  American  inventors  to  gain  the 
full  benefits  of  their  creations,  stimulates  more  innovation,  and  protects  busi- 
nesses and  consumers  from  unfair  trade  practices.  The  Department  plays  a 
central  role  in  the  Administration's  efforts  to  provide  better  protection  of  intel- 
lectual property,  particularly  in  the  international  arena,  such  as  enforcement  of 
bilateral,  regional  and  global  agreements,  as  well  as  U.S.  trade  law. 

Sustainable  Development:  In  recognition  that  economic  growth  must  go  hand-in- 
hand  with  environmental  stewardship,  the  Commerce  Department  and  its  National 
Oceanic  and  Atmospheric  Administration  conduct  programs  designed  to  provide  a 
better  understanding  of  the  connections  between  environmental  health,  economics, 
and  national  security.  Commerce's  emphasis  on  "Sustainable  Fisheries,"  including 
particular  emphasis  on  emergency  situations  in  the  Northeast  and  Pacific  North- 
west, is  saving  fisheries  and  confronting  short-term  economic  dislocation,  while 
boosting  long-term  economic  growth.  The  Department  of  Commerce  is  where  busi- 
ness and  environmental  interests  intersect,  and  the  classic  debate  on  the  use  of  nat- 
ural resources  transformed  into  a  "win-win"  situation  for  the  environment  and  the 
economy: 

— Commerce's  activities  help  create  sustainable  economic  opportunity  in  the 
multi-billion-dollar  marine-fisheries  industry.  NOAA  funding  of  New  England 
fishermen,  for  example,  has  helped  them  establish  an  aquaculture  cooperative 
that  cultivates  nori  seaweed  as  a  cash  crop,  resulting  in  $30  million  in  annual 
exports. 

— Commerce  protects  life  and  property  and  helps  to  predict  and  ameliorate  man- 
made  causes  of  longer-term  climate  change  by  improving  environmental  mon- 
itoring, prediction  and  assessment.  NOAA  weather  research  and  monitoring  has 
resulted  in  improvements  that  enhance  the  accuracy  of  hurricane  track  models. 
These  models  have  reduced  the  size  of  the  warning  area,  resulting  in  savings 
of  $1  million  for  each  mile  of  coastline  that  is  not  needlessly  evacuated. 

— By  promoting  the  development  of  environmental  technologies.  Commerce  cre- 
ates high-quality  jobs,  builds  the  national  civilian  technology  base,  and  provides 
the  world  with  tools  to  protect  the  environment.  For  example,  Hewlett-Packard 
and  Riverside  Technology,  Inc.,  have  won  contracts  to  furnish  the  hardware — 
based  on  technology  development  funded  by  NOAA — needed  to  operate  the 
Water  Resources  Forecasting  System  in  China. 

— NOAA's  ocean  and  coastal  management  efforts  have  resulted  in  the  develop- 
ment of  estuarine  research  reserves,  national  marine  sanctuaries  and  federally 
approved  state  coastal  management  programs.  These  management  efforts  suc- 
cessfully balance  competing  needs  of  resource  protection  and  economic  develop- 
ment. Further,  these  efforts  create  appropriate  Federal-state  partnerships  in 
ocean  and  coastal  management. 

— Commerce  improves  understanding  of  the  environment  and  the  influence  of 
human  activities  on  the  environment  so  as  to  make  cost-effective  decisions  that 
are  in  keeping  with  sustainable  development.  For  example,  NOAA  research  is 
pointing  towards  more  effective  approaches  to  lowering  the  levels  of  surface- 
level  atmospheric  ozone  in  some  areas  of  the  country.  This  chemical's  presence 
in  the  lower  atmosphere  adversely  affects  human  health,  crop  productivity,  and 
forest  health.  This  new  understanding  can  save  billions  of  dollars  in  the  com- 
mercial sector  from  misdirected  regulatory  actions.  Additional  large  economic 
gains  would  result  from  the  effective  reduction  of  ozone's  impacts  on  health,  ag- 
riculture, and  forestry. 

Economic  Development:  Because  economic  opportunity  is  not  evenly  dispersed  to 
all  communities  and  because  of  the  dynamic  nature  of  our  economy,  the  Commerce 
Department  includes  programs  to  help  areas  respond  to  conditions  of  economic  dete- 
rioration and  dislocation.  Under  the  Department's  economic  development  programs, 
we  help  communities  build  the  capacity  to  plan  and  implement  economic  develop- 
ment strategies  needed  to  respond  to  problems  and  to  restore  their  job  bases.  The 
Economic  Development  Administration  (EDA)  provides  grants  to  help  communities 
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fund  the  infrastructure  improvements  needed  to  support  development.  We  have 
been  particularly  active  in  helping  communities  respond  to  problems  caused  by  the 
downsizing  of  the  defense  industry.  With  70  major  military  facilities  selected  for  clo- 
sure or  realignment  in  the  first  two  rounds  and  an  additional  49  major  facilities  rec- 
ommended by  the  Defense  Base  Realignment  and  Closure  Commission  for  closure 
or  realignment  in  the  1995  round,  the  need  for  this  assistance  will  continue  to  grow. 
Through  the  Minority  Business  Development  Agency  (MBDA),  Commerce  helps  in- 
crease the  participation  of  minority  businesses  in  the  various  sectors  of  the  econ- 
omy, thereby  helping  them  increase  employment  in  their  communities. 

— In  St.  Louis,  which  was  among  the  first  communities  to  be  affected  by  defense 
cutbacks,  EDA  worked  with  local  governments  to  support  business  needs,  in- 
cluding manufacturing  extension,  export  assistance,  and  business  financing  as- 
sistance. Additional  funding  was  provided  to  support  a  revolving  loan  fund 
which  has  made  loans  totaling  $770,000  to  defense-injured  businesses  and  le- 
veraged an  additional  $1.2  million  in  private  investment,  and  created  nearly 
200  new  jobs. 

— In  Buffalo  and  Erie  County,  New  York,  which  have  suffered  significant  eco- 
nomic deterioration,  EDA  supported  a  revolving  loan  fund  which  in  part  targets 
start-ups.  Over  $42  million  in  direct  loans  have  been  made  including  over  200 
loans  to  182  companies,  creating  more  than  4,700  jobs  in  the  two  communities. 

— In  Los  Angeles,  the  Minority  Business  Development  Agency  reports  $1.1  billion 
in  minority  business  enterprise  contract  and  procurement  awards,  resulting  in 
21,000  jobs  in  the  greater  Los  Angeles  area. 

Economic  Information  and  Analysis:  The  ability  of  decisionmakers  in  both  the  pri- 
vate sector  and  the  Government  to  promote  economic  opportunity  and  growth  de- 
pends on  the  quality  of  the  data  available.  The  Census  Bureau  and  the  Bureau  of 
Economic  Analysis  generate  economic  data  on  the  gross  domestic  product,  inter- 
national trade,  the  population,  retail  sales,  housing  starts  and  demographic  shifts 
that  are  critical  to  business'  ability  to  measure  economic  performance  and  make 
sound  investments.  By  providing  complete  and  accurate  economic  and  demographic 
information  and  analysis  as  the  foundation  for  improved  public  and  private  deci- 
sions. Commerce  helps  create  the  tools  for  U.S.  businesses,  workers,  and  commu- 
nities to  prosper  in  an  increasingly  integrated  world  economy. 

— A  Bakersfield,  CA  company,  ASU  and  Associates,  that  locates  sites  for  commer- 
cial and  retail  operations,  particularly  supermarket  sites  in  areas  that  are  not 
served  or  under-served,  recently  used  a  wide  variety  of  the  Census  Bureau's  de- 
mographic data  to  analyze  and  recommend  three  supermarket  sites  in  areas 
that  previously  had  none.  When  built,  the  new  stores  will  create  local  employ- 
ment and  reduce  the  miles  local  residents  have  to  travel  to  shop. 

— For  the  past  20  years,  McDonald's  has  relied  on  demographic  data  and  maps 
from  the  decennial  census  to  perform  market  analyses  and  determine  site  loca- 
tions for  new  restaurants.  McDonald's  also  uses  Census'  TIGER  Line  files  (digi- 
tal map  database  files)  to  merge  their  own  proprietary  information  with  de- 
tailed social  and  economic  data  from  the  decennial  census  for  use  in  corporate 
planning. 

— BEA's  information  is  available  to  business  through  news  releases,  its  monthly 
Survey  of  Current  Business,  CD-ROMS,  tapes,  diskettes,  and  through  ESA's 
STAT-USA  products.  STAT-USA  runs  the  Economic  Bulletin  Board,  a  10-year- 
old  on-line  service  for  current  economic,  business  and  trade  information.  Nearly 
4,000  customers  subscribe  to  the  service,  including  businesses  of  all  sizes. 
STAT-USA  also  runs  the  government's  business  and  economic  node  on  the  infor- 
mation superhighway.  STAT-USA  has  almost  1,500  Internet  subscribers  and 
has  logged  over  1.2  million  inquiries  in  the  last  6  months.  STAT-USA  also  pro- 
duces the  National  Trade  Data  Bank  on  CD-ROM,  purchased  by  6,000  cus- 
tomers and  available  through  libraries  and  DOC  field  offices  to  other  busi- 
nesses. 

In  today's  global  economy,  economic  competitiveness  is  seamless:  trade  policy 
opens  opportunities  for  high-technology  companies;  technological  proficiency  is  the 
base  for  continued  economic  development;  and  economic  development  will  often  turn 
on  the  wise  use  of  environmental  resources  and  responses  to  change.  The  Depart- 
ment of  Commerce  is  where  these  connections  are  made.  We  focus  on  economic 
growth.  And  we  work  better  because  we  are  confronted  daily  by  the  intersection  of 
trade,  technology,  economic  development,  sustainable  development,  and  economic 
analysis. 
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Reinvention  at  Commerce 

The  Commerce  Department  is  also  reinventing  itself.  We  have  made  bold  and  dra- 
matic changes,  never  being  satisfied  with  the  status  quo.  Over  the  past  2V2  years 
we  have  emphasized,  initiated,  and  expanded  programs  that  work  in  partnership 
with  the  American  people  to  secure  the  Nation's  economic  future.  At  the  same  time 
we  have  downsized,  cut  regulations,  closed  offices  and  eliminated  programs  and  jobs 
that  are  not  part  of  our  core  mission.  The  bottom  line  is  that,  after  much  thought 
and  debate,  we  have  already  made  many  hard  choices  needed  to  make  this  Depart- 
ment "state  of  the  art." 

I  would  like  to  make  one  point  clear.  Reinvention  at  the  Department  of  Commerce 
has  not  only  meant  cutting  or  improving  existing  services.  It  has  also  meant  pur- 
poseful growth,  particularly  in  the  areas  of  trade  and  technology. 

Some  people  would  treat  reinvention  as  if  each  department  were  an  entity  unto 
itself,  isolated  from  its  place  as  part  of  the  Federal  Government — almost  as  if  each 
department  were  a  separate  corporation.  I  believe  a  more  useful  way  of  looking  at 
reinvention  is  to  compare  the  entire  Federal  Government  to  a  major  corporation, 
and  view  the  Department  of  Commerce  as  a  critical  function  within  that  corpora- 
tion. A  company  going  through  a  reinvention  process  may  shed  jobs  and  functions, 
but  it  will  also  expand  and  enhance  operations  that  are  vital  to  its  long-term 
growth.  It  is  certainly  going  to  build  on  partnerships  with  its  customers  that  work. 
We  believe  expansion  of  essential  programs  at  Commerce  is  vital  to  economic 
growth. 

The  benefits  that  spring  from  reinvention  at  the  Department  of  Commerce  are 
easily  observed.  You  can  see  it  in  the  small  firms  helped  by  our  export  promotion 
and  technology  programs,  and  you  can  see  it  in  businesses'  use  of  economic  statistics 
and  the  Weather  Service  information.  Of  course  we  are  always  striving  to  improve 
what  we  do.  That  is  why  we  are  reviewing  all  our  activities  as  part  of  "Phase  11" 
of  the  Administration's  Reinventing  Government  efforts. 

Partnerships  That  Satisfy  Our  Customers  Needs:  We  have  instituted  or  continued 
partnerships  with  the  private  sector  that  make  America  stronger  because  they  serve 
clearly  defined  private  sector  needs.  More  importantly,  to  ensure  their  success,  they 
have  been  designed,  built-upon,  or  reinvented  to  be  customer-focused,  responsive,  ef- 
ficient, effective,  and  accountable  to  the  American  people.  They  are,  in  essence,  the 
right  programs  designed  to  work  the  right  way.  For  example: 

— The  Advanced  Technology  Program  makes  awards  to  innovative  companies — re- 
gardless of  size — that  are  not  competitive  for  private  sector  financing  based  on 
the  high-risk,  long-term  R&D  they  are  pursuing  despite  its  broad-based  eco- 
nomic potential.  ATP  awards  are  merit-based,  competitive,  industry-led,  and 
cost-shared  to  ensure  impartiality.  The  ATP  has  focused  its  funding  on  promis- 
ing technologies  based  on  industry  input,  including  over  900  "white  papers"  sub- 
mitted by  industrial  firms. 

— The  Manufacturing  Extension  Partnership  works  with  states  to  establish  or  ex- 
pand services  designed  to  assist  small-  and  medium-sized  manufacturers.  Serv- 
ices supported  with  Federal  dollars  and  matched  by  states  are  provided  through 
non-profit  manufacturing  extension  centers.  All  centers  are  chosen  and  funded 
through  a  rigorous,  merit-based  competition.  Emphasis  is  on  a  grassroots  serv- 
ice delivery,  facilitated  by  a  small  Commerce  staff  of  fewer  than  60  people. 

— We  have  opened  an  Advocacy  Center  at  Commerce  to  coordinate  and  lead  an 
Advocacy  Network  for  the  19  members  of  the  Trade  Promotion  Coordinating 
Committee  (TPCC)  and  to  provide  a  single  point  of  contact  for  the  private  sec- 
tor. The  diverse  mandates  of  TPCC  agencies  enable  them  to  provide  the  services 
U.S.  businesses  need  to  compete  effectively  for  foreign  contracts.  As  noted  ear- 
lier, our  advocacy  efforts  have  already  produced  results. 

— We  have  created  "one-stop"  U.S.  Export  Assistance  Centers  (EACs)  that  provide 
a  more  rational  and  integrated  service  delivery  network  for  America's  small- 
and  medium-sized  exporters.  Through  co-location  of  Commerce's  U.S.  and  For- 
eign Commercial  Service,  the  Export-Import  Bank,  and  the  Small  Business  Ad- 
ministration and  in  cooperation  with  public  and  private  export  service  partners, 
the  EACs  provide  counseling  and  services  in  export  marketing  and  trade  fi- 
nance that  American  exporters  need  to  compete. 

While  some  critics  have  called  Commerce  bloated  and  bureaucratic,  our  customers 
differ.  In  fact,  the  Commerce  Department  is  the  first,  and  only,  department  to  con- 
duct a  comprehensive  survey  of  over  22,000  customers.  This  survey  reveals  that 
Commerce's  customers  have  an  overall  satisfaction  rate  with  our  products  and  serv- 
ices of  more  than  90  percent.  Without  a  doubt,  our  restructuring  efforts  have  in- 
creased customer  satisfaction  and  delivered  results. 
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Downsizing  and  Streamlining  at  Commerce 

Commerce  is  successful  because  we  have  focused  intensely  on  programs  and  poli- 
cies that  support  our  core  mission.  We  have  also  eliminated  activities  that  do  not 
support  that  mission.  To  date,  we  have  taken  the  following  steps  to  downsize  and 
streamline: 

Work  Force  Reductions: 

— Initiated  plans  to  reduce  the  work  force  by  17  percent  over  the  next  5  years, 
having  already  eliminated  1,350  positions. 

— Eliminating  an  unnecessary  layer  of  management  between  employees  and  the 
Secretary  by  the  end  of  1996. 

— Implemented  plans  to  halve  the  ratio  of  managers  to  workers  at  the  National 
Oceanic  and  Atmospheric  Administration  (NOAA)  from  1:6  to  1:12  by  1999. 

— Re-engineering  the  way  we  conduct  the  decennial  census,  with  anticipated  sav- 
ings of  $1  billion  and  200,000  fewer  temporary  census  employees  when  com- 
pared to  1990. 

Office  Closings: 

— Proposing  to  reduce  the  number  of  weather  stations  across  the  Nation  by  nearly 
50  percent  with  the  implementation  of  weather  service  modernization. 

— Closed  regional  offices  of  the  Bureau  of  Export  Administration  in  Oregon  and 
New  Hampshire. 

— Closed  the  Washington,  D.C.  regional  office  of  the  Minority  Business  Develop- 
ment Agency. 

Reduced  Regulatory  Burden: 

— Changed  controls  on  computers  and  telecommunications  equipment,  eliminating 
requirements  for  prior  approval  on  over  $32  billion  worth  of  exports,  and  pro- 
posed the  first  complete  rewrite  of  the  export  control  regulations  in  45  years, 
which  makes  compliance  easier,  particularly  for  small  firms. 

— Reduced  grants  processing  time  within  the  Department  by  25  percent. 

— Simplified  forms,  encouraged  electronic  filing,  and  coordinated  data  sharing 
with  other  statistical  agencies  to  reduce  respondent  burdens,  saving  the  private 
sector  hundreds  on  thousands  of  dollars  in  time  and  money. 

— Preparing  to  delete  almost  two-thirds  of  the  Economic  Development  Administra- 
tion's regulations. 

— Identified  and  instituted  plans  to  consolidate,  eliminate,  or  repeal  obsolete  and 
redundant  NOAA  regulations  that  will  reduce  the  NOAA  regulations  by  nearly- 
half. 

Privatized  Operations: 

— Proposing  in  fiscal  year  1996  to  turn  over  to  the  private  sector  specialized 
weather  forecast  programs.  These  are  the  agricultural  weather,  fire  weather 
(non-Federal,  non-wildfire),  fruit  frost  and  marine  radio  facsimile  programs. 

— Privatized  management  of  over  20  overseas  trade  fairs,  with  plans  to  expand 
this  effort  to  include  other  events,  such  as  the  Paris  Air  Show. 

— Developed  a  plan  which  will  build  new  partnerships  with  the  private  sector  and 
the  university  community  to  help  meet  NOAA's  fleet  requirements  through  a 
mix  of  charters  and  lease-build  arrangements. 

— Proposing  to  create  government-owned  corporations  or  to  move  to  more  busi- 
ness-like structures  for  portions  of  the  operations  of  the  Patent  and  Trademark 
Office  and  the  National  Technical  Information  Service  and  potentially  other 
Commerce  units. 

— Preparing  to  select  a  respected  private  organization  to  continue  publishing  the 
Bureau  of  Economic  Analysis'  Cyclical  Indicator  Series  (the  leading  economic  in- 
dicators), potentially  freeing  up  $400,000  annually  to  fund  pressing  priorities 
within  the  Economics  and  Statistics  Administration,  especially  those  identified 
by  BEA's  recently  completed  Mid-Decade  Strategic  Review  of  Economic  Ac- 
counts. 

Our  reinvention  process  has  been  a  rigorous  one — and  is  continuing — but  already 
it  has  shown  dramatic  results.  Of  course,  we  would  like  to  build  on  our  successes, 
using  information  and  feedback,  like  the  Commerce  Customer  Satisfaction  Survey, 
to  continue  to  improve  the  way  we  work  to  enhance  and  ensure  economic  oppor- 
tunity for  the  American  people. 
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Legislative  Proposals  to  Restructure  Commerce  Functions 

Despite  manifest  evidence  that  Commerce  works  and  is  getting  better,  some  have 
proposed  to  dismantle  the  Department.  Before  embarking  upon  such  a  course  of  ac- 
tion, we  must  be  sure  that  the  result  of  such  a  radical  re-structuring  of  Government 
functions  is  a  better,  more  responsive  Government  that  meets  the  real  needs  of  the 
people.  The  two  proposals  pending  before  Congress,  S.  929  and  H.R.  1756,  fail  that 
test.  To  the  contrary,  they  terminate  many  essential  functions  and  dilute  others 
through  dispersal  to  disparate  agencies,  saving  no  money  but  causing  confusion  and 
inefficiency. 

These  proposals  recklessly  abolish  EDA,  NTIA,  USTTA,  and  MBDA.  They  elimi- 
nate the  commercial  perspective  to  export  control  matters  by  sending  the  functions 
to  the  Treasury  Department  and  to  the  Defense  Department  (S.  929)  or  to  State 
(H.R.  1756).  They  terminate  the  critical  Advanced  Technology  Program  and  Manu- 
facturing Extension  Partnership  and  the  Technology  Administration.  They  propose 
to  privatize  critical  NIST  laboratory  and  standards  functions.  They  would  break  up 
our  winning  team  at  ITA,  eliminating  essential  international  economic  policy,  trade 
development,  and  domestic  field  export  promotion  functions,  while  placing  other 
parts  at  USTR,  Treasury,  and  the  International  Trade  Commission.  They  would 
transfer  management  of  spectrum  used  for  national  defense  and  national  security 
purposes  to  the  FCC,  an  independent,  regulatory  agency.  They  would  decimate 
NOAA's  environmental  stewardship  by  scattering  functions  among  the  Departments 
of  the  Interior,  Transportation,  Agriculture  and  Defense,  and  by  eliminating  impor- 
tant research  and  fishery  programs.  And  they  would  jeopardize  economic  informa- 
tion by  dispersing  Commerce's  statistical  agencies  across  the  Government,  thereby 
jeopardizing  the  quality  and  integrity  of  the  economic  data  and  analysis  that  Amer- 
ican businesses  and  policymakers  rely  on  to  make  vital  decisions  about  the  future. 
The  bills  then  eviscerate  the  entire  range  of  transferred  functions  by  subjecting 
them  to  an  indiscriminate  across-the-board  25  percent  cut. 

It  would  take  too  long  to  provide  you  a  detailed  rebuttal  on  each  of  the  various 
"dispositions"  of  Commerce  Department  functions  that  would  be  made  by  the  pro- 
posals. I  have  attached  to  the  testimony  a  summary  of  our  objections  to  some  of  the 
major  provisions.  But  I  believe  it  is  important  to  understand  a  few  specific  reasons 
why  we  oppose  these  bills: 

•  They  would  eliminate  business'  voice  at  the  Cabinet  table.  Only  the  Department 
of  Commerce  has  the  primary  responsibility  to  advocate  for  U.S.  exports  and 
international  economic  affairs,  representing  U.S.  business'  interests  before  for- 
eign governments  and  at  the  Cabinet  table.  Every  other  one  of  our  major  trad- 
ing partners  has  its  counterpart  to  the  Secretary,  including  Japan's  Minister  of 
International  Trade  and  Industry  and  Germany's  Minister  of  Economics.  Their 
sole  purpose  is  to  enhance  their  own  nation's  economic  interests  in  the  global 
market  place.  Without  a  Cabinet-level  Department  of  Commerce,  the  voice  of 
U.S.  business,  would  certainly  be  lower,  if  not  lost. 

•  They  would  eliminate  trade  advocacy.  The  Department  of  Commerce  leads  our 
advocacy  for  U.S.  firms  through  a  unified  National  Export  Strategy.  As  I  stated 
earlier,  compared  to  our  major  trading  partners,  the  U.S.  ranks  dead  last  in  ex- 
penditures for  export  promotion  in  relation  to  the  size  of  our  economy.  For 
years,  leaders  of  other  nations  have  been  aggressively  promoting  exports.  To 
eliminate  this  function  would  relegate  U.S.  companies  once  again  to  fend  for 
themselves  in  the  face  of  fierce  competition  from  foreign  public-private  partner- 
ships. 

•  They  would  transfer  export  licensing  to  the  Defense  Department  (or  to  State 
under  H.R.  1756)  and  transfer  export  enforcement  to  functions  to  the  Treasury. 
As  a  part  of  the  Commerce  Department,  BXA  is  uniquely  situated  to  admin- 
ister, from  an  economic  and  commercial  point  of  view,  export  control  programs 
that  have  a  significant  impact  on  U.S.  industry.  Because  other  departments 
have  different  missions,  and  objectives,  no  other  is  as  well  positioned  to  balance 
fairly  the  various  concerns  of  commercial  need,  national  security  and  foreign 
policy  when  making  licensing  decisions.  Moreover,  licensing  and  enforcement  re- 
sponsibilities should  not  be  split.  Each  function  benefits  from  its  links  to  the 
other.  Only  BXA  has  the  enforcement  capability  specifically  dedicated  to  export 
control  and  anti-boycott  enforcement. 

•  They  would  roll  back  the  gains  we  have  made  in  civilian  technology  and  inap- 
propriately rest  telecommunications  and  information  policy  matters  in  the  FCC, 
an  independent  agency.  Our  biggest  competitiveness  challenges  lie  ahead.  Only 
the  Department  of  Commerce  has  the  primary  mission  of  partnering  with  indus- 
try to  help  advance  high-risk  R&D  with  potential  long-term  economic  pay-offs 
and  get  technology  into  the  hands  of  the  businesses  and  workers  that  need  it 
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most.  As  the  Council  on  Competitiveness  recently  stated:  "We  must  not  confuse 
short-term  cyclical  improvement  with  the  resolution  of  long-term  problems." 
This  Nation  must  continue  to  reverse  our  R&D  trends.  For  more  than  a  decade 
we  have  invested  less  than  our  competitors  in  civilian  R&D.  While  U.S.  compa- 
nies have  made  remarkable  progress  in  several  technologies  critical  to  our  fu- 
ture, we  cannot  afford  to  go  back  to  the  1980's,  when  the  U.S.  position  in  many 
economically  vital  areas  was  weak  or  lost  to  foreign  competition.  With  the  tele- 
communications and  information  sector  constituting  the  world's  largest  eco- 
nomic sector — over  $590  billion  in  annual  revenues — it  is  no  time  to  eliminate 
the  Cabinet  voice  for  telecommunications  policy.  Given  the  sensitive  nature  of 
a  number  of  spectrum  management  and  other  telecommunications  issues,  we 
cannot  afford  placing  this  function  in  a  independent  agency. 

•  They  would  hurt  small  companies.  The  Departments  of  Commerce  is  focused  on 
helping  smaller  U.S.  companies  increase  their  exports  and  manufacturing  abil- 
ity to  remain  globally  competitive.  No  one  has  felt  the  effects  of  fierce  inter- 
national competition  more  than  smaller  U.S.  manufacturers.  They  are  strug- 
gling to  maintain  domestic  markets  while  imports  have  more  than  doubled  since 
1980.  They  are  fighting  to  establish  a  foothold  in  lucrative  international  mar- 
kets, but  lack  the  resources  for  extensive  market  research  and  technical  assist- 
ance. They  are  trying  to  modernize  their  plants  and  equipment  and  still  meet 
the  payroll.  That  is  why  the  Commerce  Department  has  focused  a  vast  majority 
of  our  trade  promotion  resources  on  smaller  companies — facilitating  more  than 
$4  billion  in  exports — and  helped  to  establish  a  nationwide  network  of  manufac- 
turing centers  able  to  bring  technology  to  the  Nation's  381,000  smaller  manu- 
facturers. 

•  They  would  uncouple  the  important  link  between  economic  decisions  and  envi- 
ronmental stewardship.  With  NOAA,  the  Department  of  Commerce  is  the  only 
Federal  Department  that  integrates  economic,  environment,  technology,  and  in- 
formation in  a  context  of  a  mission  of  economic  growth.  No  other  agency  work- 
ing in  the  natural  environment  has  NOAA's  unique  capabilities  to  measure, 
monitor,  manage  and  gain  understanding  of  our  atmospheric  and  marine  sys- 
tems. These  capabilities  are  vital  to  the  ecological  and  economic  health  of  the 
Nation.  NOAA  integrates  these  capabilities  to  provide  services  to  the  public  and 
promote  sustainable  development.  These  bills  would  destroy  the  synergy  among 
NOAA's  services  as  well  as  the  critical  linkage  between  the  economy  and  the 
environment. 

Clearly,  dispersing  the  functions  of  the  Commerce  Department  among  a  number 
of  agencies  makes  no  sense  economically  or  programmatically.  These  proposals  to 
dismantle  the  Commerce  Department  are  based  on  a  fundamental  misunderstand- 
ing of  what  we  are  about  and  an  abject  disregard  for  the  strategies  of  our  global 
competitors.  They  would  punish  the  economy  and  American  workers  and  help  our 
competitors.  They  indiscriminately  slash  essential  functions  and  splinter  an  effective 
investment  in  the  economy  now  underway.  They  silence  the  private  sector's  voice 
in  the  Cabinet. 

Commerce  programs  are  not  expendable.  They  are  U.S.  government's  most  power- 
ful weapon  in  the  age  of  economic  conflict,  and  their  elimination  or  movement  would 
deprive  the  business  community  and  America's  working  families  of  the  clout,  critical 
cooperation,  and  the  support  needed  to  create  the  jobs  of  the  future. 

Just  recently.  President  Cardoso  of  Brazil  informed  President  Clinton  that  his 
government  had  signed  a  $1.4  billion  contract  with  a  consortium  led  by  the 
Raytheon  Company  for  the  construction  of  the  Amazon  Surveillance  System.  This 
announcement  is  a  clear  victory,  not  just  for  Raytheon  and  its  many  American  sub- 
contractors and  thousands  of  workers,  but  also  for  the  President's  National  Export 
Strategy  of  which  Commerce's  advocacy  and  business  development  missions  are  a 
vital  part.  This  contract  will  result  in  an  estimated  $700  million  in  U.S.  exports. 
And  even  better,  Raytheon  expects  it  to  create  or  sustain  20,000  jobs.  Over  the  next 
7  years,  Raytheon  expects  to  hire  several  dozen  small-  and  medium-sized  sub- 
contractors, in  as  many  as  20  states,  including,  Alabama,  New  York,  Maryland, 
Texas,  Kansas,  California,  New  Jersey,  Delaware,  North  Carolina,  Florida,  Georgia, 
Vermont,  and  several  others.  This  deal  would  not  have  happened  without  the  avail- 
ability of  Commerce's  trade,  technology  and  environmental  resources  and  the  ag- 
gressive advocacy  on  behalf  of  the  consortium  by  Commerce. 

Eliminating  Commerce  as  an  entity,  slashing  export  promotion  programs,  and  dis- 
persing remaining  functions  among  numerous  agencies  with  diverse  missions,  isn't 
"reinvention,"  it's  shooting  ourselves  in  the  foot.  The  "benefits"  of  such  dismantling 
will  go  to  our  international  competitors  who  continue  to  have  the  advantage  of  their 
Governments'  support.  When  one  considers  that  Commerce  has  the  smallest  budget 
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of  any  department  in  the  Cabinet,  about  three-tenths  of  one-percent  of  proposed  Ex- 
ecutive Branch  spending,  we  beheve  that  we  provide  a  sound  investment  in  the  fu- 
ture. It  would  be  a  serious  mistake  if  the  Congress'  version  of  reinvention  embraces 
"downsizing"  bhndly  and  loses  sight  of  the  need  to  "right-size"  the  Government. 

While  the  program  terminations  contained  in  the  proposals  merit  rejection  by 
themselves,  perhaps  the  proposals'  most  egregious  flaw  is  that  they  destroy  the  syn- 
ergy that  is  created  from  unifying  programs  with  a  commercial  focus  in  a  single  de- 
partment. It  is  no  answer  to  say  that  the  proposals  provide  for  the  continuation  of 
essential  Commerce  functions  by  transferring  a  few  trade-related  functions  to 
USTR,  some  export  control  functions  to  Defense  and  others  to  Treasury,  a  few  nar- 
row technology  functions  to  the  National  Science  Foundation,  and  a  few  NOAA  func- 
tions to  Interior,  Transportation  and  Defense.  AH  of  these  "recipient"  agencies  have 
their  own  missions  to  accomplish;  adding  Commerce  functions  to  their  disparate 
missions  loses  much  in  the  transition  because  they  lose  their  commercial  focus. 

Mr.  Chairman,  let  me  conclude  by  saying  that  experience  teaches  us  that  the 
sound  way  to  make  public  policy  is  to  bring  competing  stakeholders  and  their  advo- 
cates to  the  table  and  let  them  hash  out  their  differences.  When  you  cut  out  major 
players,  your  job  may  seem  easier,  but  your  product  is  worse.  And  when  it  comes 
to  Cabinet  deliberations,  it  is  the  responsibility  of  the  Secretary  of  Commerce  to 
plead  unabashedly  the  cause  of  business.  Will  we  really  be  better  off  if  Commerce 
is  not  at  the  table  when  deliberating  export  control  matters?  Will  we  be  better  off 
if  the  Commerce  voice  is  absent  in  discussing  international  trade,  technology,  regu- 
latory, environmental  and  economic  policy  issues?  I  am  not  suggesting  that  commer- 
cial interests  always  carry  the  day  in  these  deliberations;  other  interests  are  also 
important.  There  is  no  doubt,  however,  that  commercial  considerations  need  to  be 
part  of  the  equation.  Having  a  voice  at  the  table  matters. 

Thank  you. 

SUMMARY  OF  MAJOR  REASONS  FOR  OPPOSING  S.  929, 
"DEPARTMENT  OF  COMMERCE  DISMANTLING  ACT" 

1.  Abolishment  of  the  Department  of  Commerce  (Title  I).  The  Abraham  bill  abol- 
ishes the  Commerce  Department  and  establishes  a  Commerce  Programs  Resolution 
Agency  to  wind-up  the  affairs  of  the  Department  over  the  course  of  3  years.  Numer- 
ous existing  programs  would  be  terminated,  while  others  would  be  transferred  to 
other  agencies.  The  bill  also  limits  expenditures  for  each  remaining  function  for  all 
future  fiscal  years  to  75  percent  of  the  total  amount  expended  to  perform  that  func- 
tion during  fiscal  year  1994  (§310). 

Response:  In  an  intensely  competitive  global  economy,  the  U.S.  Department  of 
Commerce  has  emerged  as  American  business'  surest  ally  in  job  creation:  a  vital  re- 
source base,  a  tireless  advocate,  and  a  Cabinet-level  voice  for  the  private  sector.  No 
other  Department  can  make  this  claim.  While  the  bill  includes  a  number  of  termi- 
nations, the  bulk  of  Commerce  programs  would  continue  but  would  be  dispersed  to 
the  President  and  16  named  agencies,  at  considerable  cost  to  the  taxpayer.  Rather 
than  diluted  through  dispersal — an  unnecessary  and  expensive  process — these  func- 
tions should  remain  unified  at  a  Department  of  Commerce.  This  will  ensure  that 
the  business  community  continues  to  have  a  forceful  advocate  in  Cabinet  delibera- 
tions on  economic  issues.  Moreover,  reducing  expenditures  for  Commerce  functions 
not  otherwise  eliminated  to  only  75  percent  of  1994  totals  for  each  fiscal  year  is  an 
unworkable  approach  to  deficit  reduction.  Under  this  approach,  even  those  activities 
that  the  sponsors  of  the  bill  acknowledge  are  vital  to  the  Nation's  interest  cannot 
be  meaningfully  performed.  This  provision  appears  to  have  been  drafted  without  any 
understanding  of  its  implications  for  Commerce  programs. 

2.  EDA:  Abolishment  of  the  Economic  Development  Administration  (§201).  The  bill 
terminates  immediately  EDA's  grant  programs  and  abolishes  the  agency.  It  trans- 
fers portfolio  management  with  respect  to  the  defunct  loan  programs  to  Treasury. 

Response:  EDA  is  the  only  agency  in  the  Federal  Government  that  conducts  a 
special  program  to  assist  communities  in  carrying  out  strategic  plans  to  adjust  to 
changes  caused  by  the  downsizing  of  defense  programs.  With  70  major  facilities  se- 
lected for  closure  or  realignment  in  the  first  two  rounds  and  an  additional  49  major 
facilities  recommended  by  the  Defense  Base  Realignment  and  Closure  Commission 
in  the  1995  round,  funding  needs  of  impacted  communities  will  increase.  Termi- 
nation of  EDA  would  also  deprive  communities  of  public  works  and  planning  assist- 
ance that  can  be  critical  in  helping  communities  address  regional  problems  of  eco- 
nomic deterioration  in  order  to  preserve  or  expand  their  job  bases. 

3.  BXA:  Transfer  of  the  Bureau  of  Export  Administration  Functions  (§§202-203). 
The  bill  transfers  export  licensing  functions  of  BXA  to  Defense  (other  than  short 
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supply  which  would  reside  with  the  President)  and  transfers  export  enforcement 
functions  to  Treasury. 

Response:  As  a  part  of  the  Commerce  Department,  bXA  is  uniquely  situated  to 
administer,  from  an  economic  and  commercial  point  of  view,  export  control  programs 
that  have  a  significant  impact  on  U.S.  industry.  Because  other  departments  have 
different  missions  and  objectives,  no  other  is  as  well-positioned  to  balance  fairly  the 
various  concerns  of  commercial  need,  national  security  and  foreign  policy  when  mak- 
ing licensing  decisions.  Licensing  and  enforcement  responsibilities  should  not  be 
split  because  each  function  benefits  from  its  links  to  the  other  and  because  only 
BXA  has  the  enforcement  capability,  specifically  dedicated  to  export  control  and 
anti-boycott  enforcement. 

4.  ITA:  Transfer  and  Termination  of  Various  International  Trade  Functions 
(§  204).  The  bill  eliminates  the  International  Trade  Administration,  transferring  to 
USTR  a  number  of  functions  (including  those  related  to  antidumping  and  counter- 
vailing duty  (AD/CVD),  the  foreign  operations  of  US&FCS,  and  various  export  pro- 
motion and  textile  functions),  and  divides  others  between  Treasury  and  ITC.  The 
bill  abolishes  a  number  of  offices  and  functions,  including  the  domestic  operations 
of  US&FCS,  regional  and  country  analyses  needed  for  supporting  international  ne- 
gotiations and  trade  promotion,  and  the  Committee  for  the  Implementation  of  Tex- 
tile Agreements  (CITA). 

Response:  Breaking  up  and  dispersing  the  International  Trade  Administration 
(ITA)  among  a  number  of  agencies  makes  no  sense  economically  or 
programmatically.  ITA  is  an  integrated  whole  and  has  one  mission:  to  help  U.S. 
companies  sell  products  abroad  and  support  U.S.  jobs  at  home.  ITA-led  efforts  dur- 
ing 1994  resulted  in  U.S.  firms  winning  foreign  business  deals  with  a  U.S.  export 
content  of  approximately  $20  billion,  thus  supporting  over  300,000  jobs.  Transfer  of 
functions  to  other  agencies  with  differing  missions  will  detract  from  this  focus  on 
exporting. 

— Abolishing  the  domestic  export  promotion  field  offices  and  eliminating  the 
sources  of  sectoral,  regional  and  country  analyses  needed  to  support  trade  pro- 
motion and  international  negotiations  would  deprive  American  companies,  par- 
ticularly small-  and  medium-sized  companies,  of  the  tools  needed  to  become  suc- 
cessful exporters  and  would  place  the  United  States  at  a  disadvantage  with  its 
trading  partners. 

— Transfer  of  major  functions  to  USTR  would  change  the  nature  and  character  of 
the  Office  of  the  USTR,  which  is  currently  a  small  trade-negotiating  agency  that 
serves  as  the  President's  adviser  on  trade  matters,  and  entangle  it  in  a  myriad 
of  diverse  programmatic  responsibilities.  Moreover,  negotiation  of  U.S.  trade 
agreements  and  administration  of  the  AD/CVD  laws  should  remain  separate  to 
avoid  subjecting  decision-makers  to  pressure  to  make  trade-offs  between  issues 
in  negotiations  and  AD/CVD  enforcement. 

5.  PTO:  Transfer  of  the  Patent  and  Trademark  Office  (§205).  The  bill  transfers 
the  PTO  to  Justice  and  requires  it  to  be  fully  funded  by  fees. 

Response:  The  PTO  is  properly  part  of  the  Commerce  Department  and  should  not 
be  affiliated  with  the  Justice  Department.  Justice  is  primarily  an  enforcement  agen- 
cy. Because  the  function  of  the  PTO  under  the  Constitution  is  to  promote  commerce 
by  registering  trademarks  and  to  promote  technological  growth  by  granting  patents, 
it  makes  more  sense  for  the  PTO  to  report  to  the  Commerce  Department,  whose 
mission  is  to  promote  industry  and  trade.  The  PTO  also  plays  an  important  role  in 
international  negotiations  on  intellectual  property  protection,  such  as  in  NAFTA 
and  the  Uruguay  Round  agreements  and  the  recent  agreement  signed  with  Japan. 
This  too  is  a  role  that  fits  well  with  other  Commerce  responsibilities.  Moreover, 
there  would  be  no  savings  in  moving  the  PTO  to  Justice  since  the  PTO  is  already 
fully  supported  through  fees. 

6.  TA/NIST:  Abolishment  of  the  Technology  Administration  and  Termination  of 
Technology  Programs  (§206).  The  bill  proposes  to  abolish  the  Technology  Adminis- 
tration, the  only  Federal  agency  whose  primary  concern  is  the  competitiveness  of 
the  Nation's  technology  base.  The  bill  would  terminate  the  Office  of  the  Under  Sec- 
retary for  Technology  and  the  Office  of  Technology  Policy,  eliminate  vital  programs 
such  as  the  Advanced  Technology  Program  and  Manufacturing  Extension  Partner- 
ship (§§206  and  212),  and  attempt  to  sell  off  the  NIST  laboratories  and  the  National 
Technical  Information  Service  (NTIS). 

Response:  Technology  is  the  engine  of  economic  growth.  In  a  world  where  techno- 
logical leadership  means  the  difference  between  prosperity  and  economic  decline,  the 
Department  of  Commerce's  Technology  Administration  (TVA)  plays  a  unique  and 
critical  role  in  creating  an  environment  in  which  U.S.  industry  can  flourish. 
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— The  Technology  Administration  and  Office  of  Technology  Policy  are  effective 
agents  in  promoting  our  Nation's  competitiveness  and  encouraging  U.S.  compa- 
nies to  pursue  technology  innovation. 

— NIST  serves  a  vital  and  necessary  role  in  the  Department  of  Commerce's  civil- 
ian technology  and  trade  mission.  NIST  contributes  technical  expertise  and 
knowledge  gained  from  extensive  interaction  with  industry  to  DOC's  mission.  In 
carrying  out  its  mission,  NIST  also  draws  upon  the  expertise  of  other  agencies 
of  DOC  on  trade  and  economic  issues. 

— NIST  labs  perform  infrastructure  research  that  is  appropriately  performed  by 
the  government  and  which  is  inseparable  from  the  important  standards  and 
measurement  functions  the  bill  proposes  to  move  to  NSF. 

— The  Advanced  Technology  Program  (ATP)  is  a  highly  competitive,  merit-based, 
cost-shared  program  which  provides  a  mechanism  for  extending  U.S.  industry's 
technological  reach  in  today's  fiercely  competitive  global  marketplace.  By  abol- 
ishing the  Manufacturing  Extension  Partnership,  the  bill  would  dismantle  a  na- 
tionwide network  of  community-  and  state-led  technical  programs  that  is  help- 
ing smaller  manufacturers  adopt  new  technologies. 

— Selling  off  the  NTIS  data  collection  would  threaten  the  existence  of  an  impor- 
tant comprehensive  collection  of  scientific  and  technical  data,  as  well  as  the  ac- 
cess to  the  collection  by  the  Federal  Government  and  the  private  sector.  NTIS 
already  supports  itself  fully  through  fees. 

7.  ESA:  Transfer  of  the  Census  Bureau  and  Bureau  of  Economic  Analysis  (§§207- 
208).  The  bill  transfers  the  Census  Bureau  to  Treasury  and  the  Bureau  of  Economic 
Analysis  to  the  Federal  Reserve  System. 

Response:  These  proposals  represent  a  false  economy  since  the  bill  maintains  the 
bulk  of  the  Department's  statistical  programs  and  simply  "re-houses"  them  in  dif- 
ferent parts  of  the  Government.  By  dispersing  Commerce's  statistical  agencies 
across  the  government,  the  bill  could  jeopardize  the  quality  and  integrity  of  the  eco- 
nomic and  demographic  data  that  American  businesses  and  policymakers  rely  on  to 
make  vital  decisions  about  the  future.  Commerce  is  an  ideal  home  for  the  hub  of 
the  statistical  system  because  it  does  not  contain  the  tax  (Treasury),  regulatory 
(Labor — OSHA),  and  monetary  policymaking  (Federal  Reserve)  authorities  that  exist 
in  the  agencies  where  Census  and  BEA  are  slated  to  go  under  the  bill.  Such  trans- 
fers would  compromise  the  independence  of  the  statistical  agencies  and  threaten  the 
confidentiality  of  the  information  that  individuals  and  businesses  report.  For  exam- 
ple, moving  BEA  to  the  Fed  would  undermine  the  vital  independent  credibility  and 
function  of  each.  It  would  open  them  both  to  justifiable  charges  of  conflict  of  interest 
to  have  the  Fed  oversee  and  fund  the  producer  of  the  very  data  it  uses  to  form  its 
view  of  the  economy.  As  a  recent  editorial  in  The  Journal  of  Commerce  put  it,  the 
transfers  contemplated  in  the  bill  try  to  stick  "square  pegs  in  round  holes." 

8.  NTIA:  Transfer  of  the  National  Telecommunications  and  Information  Adminis- 
tration and  Termination  of  Grant  Programs  (§§209-210).  The  bill  repeals  the  grant 
programs  of  the  National  Telecommunications  and  Information  Administration  and 
transfers  its  spectrum  management  and  other  functions  under  its  organic  statute  to 
the  FCC. 

Response:  Telecommunications  and  information  have  become  the  world's  largest 
economic  sector,  generating  more  than  $590  billion  in  annual  revenues  and  employ- 
ing about  3.6  million  workers  in  the  United  States.  In  an  environment  where  sound 
telecommunications  policy  is  essential  to  the  future  competitive  health  of  the  U.S. 
economy,  NTIA,  the  principal  Executive  Branch  voice  on  these  issues,  plays  a  cru- 
cial leadership  role  in  setting  domestic  and  international  telecommunications  and 
information  pohcy.  It  has,  for  example,  been  instrumental  in  promoting  the  develop- 
ment of  and  access  to  the  national  and  global  information  infrastructure.  Terminat- 
ing NTIA's  policy  functions  could  undermine  the  future  prosperity  of  the  United 
States. 

NTIA  also  manages  the  Federal  Government's  use  of  spectrum  for,  among  other 
things,  national  defense,  public  safety,  and  national  resource  management.  Relocat- 
ing NTIA's  spectrum  management  functions  to  the  Federal  Communications  Com- 
mission (FCC),  an  independent  regulatory  agency,  could  well  be  a  recipe  for  disas- 
ter. By  assigning  this  function  to  an  agency  that  generally  operates  outside  the  es- 
tablished Executive  Branch  coordination  process  and  disregarding  NTIA's  spectrum 
management  and  policy  expertise,  the  bill  would  threaten  Government  missions,  in- 
cluding national  security  and  emergency  preparedness.  Transferring  management  of 
the  Federal  spectrum  to  the  FCC  would  also  raise  concerns  regarding  interference 
with  the  President's  constitutional  authority,  particularly  his  authority  with  respect 
to  the  national  defense  and  foreign  affairs. 
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9.  NOAA:  Transfer,  Termination  and  Privatization  of  the  Functions  of  the  Na- 
tional Oceanic  and  Atmospheric  Administration  (§211).  The  bill  dissolves  NOAA  and 
transfers,  privatizes  or  eliminates  its  functions;  and  reduces  funding  for  remaining 
functions  by  at  least  25%.  The  bill  transfers  fisheries  science  and  the  National 
Weather  Service  to  Interior;  fisheries  enforcement  to  Transportation;  and  mapping 
to  Defense.  The  bill  seeks  to  privatize  the  National  Environmental  Satellite,  Data 
and  Information  Service  (NESDIS)  data  centers  and  eliminates  the  office  of  Oceanic 
and  Atmospheric  Research  and  fisheries  grants. 

Response:  Massive  restructuring  would  eliminate  synergies  in  NOAA  which  pro- 
mote the  missions  of  describing  and  predicting  changes  in  the  Earth's  environment 
and  conserving  and  managing  the  Nation's  coastal  and  marine  resources  to  ensure 
sustainable  economic  opportunities.  The  Abraham  proposal  is  shortsighted  because 
it  fails  to  recognize  the  unique  nature  of  NOAA  services,  which  provide  cost-effective 
benefits  to  the  entire  Nation.  NOAA's  mission  involves  basic  responsibilities  of  the 
Federal  Government  for  ensuring  general  public  safety,  national  security  and  envi- 
ronmental well-being,  and  promoting  economic  growth.  NOAA's  interdependent  pro- 
grams are  particularly  effective  because  they  are  coordinated  by  a  single  agency. 

— Moving  science  to  Interior,  without  transferring  management  and  other  func- 
tions, would  harm  the  effectiveness  of  Federal  efforts  to  manage  fisheries.  The 
lack  of  integrated  scientific,  management  and  enforcement  oversight  would  en- 
danger resources  and  industry  viability. 

— Commerce  is  the  only  Federal  agency  which  integrates  economics,  environment, 
technology  and  information  to  make  the  whole  greater  than  the  sum  of  its 
parts. 

— Mixing  of  civilian  and  military  charting  functions  will  dilute  both,  with  civilian 
and  military  charting  responding  to  different  taskings. 

— Privazing  the  data  centers  will  threaten  current  international  agreements  for 
the  free  exchange  of  weather  and  environmental  data.  The  continuous  flow  of 
data  among  participating  governments  would  not  be  guaranteed,  and  a  decrease 
in  the  amount  of  data  available  to  NOAA  and  the  private  and  public  sector 
would  occur.  There  is  no  demonstrated  market  for  the  sale  of  the  data  produced 
by  the  Centers. 

— NOAA's  mission-driven  research  supports  operational  improvements,  resource 
management  needs  and  scientific  assessments  of  environmental  phenomenon. 
Privatization  of  these  capabilities  would  eliminate  agency  synergies  and  would 
result  in  few  Federal  savings  since  data  requirements  remain  the  same. 

— Severe  budget  reductions  would  cripple  NOAA's  essential  national  services  that 
protect  human  lives  and  property,  and  contribute  to  a  growing  economy.  For  ex- 
ample, the  Weather  Service  would  be  forced  to  reduce  the  number  of  stations 
operated  in  the  modernized  system  from  118  to  about  80 — NWS  already  is 
downsizing  from  around  300  offices  to  118. 

10.  MBDA,  USTTA,  EDA,  NTIA.  Miscellaneous  Abolishments  (§212).  In  addition 
to  providing  for  the  termination  of  EDA  (§201)  and  transferring  NTIA  to  FCC 
(§§209-210),  the  bill  includes  a  provision  that  expressly  abolishes  four  Commerce 
agencies:  EDA,  NTIA,  the  Minority  Business  Development  Agency  (MBDA)  and  the 
United  States  Travel  and  Tourism  (USTTA). 

Response:  These  agencies  perform  functions  vital  to  the  Department's  mission  to 
ensure  and  enhance  economic  opportunity.  EDA  provides  critical  assistance  to  dis- 
tressed regions  of  the  country  and  NTIA  oversees  the  increasingly  important  tele- 
communications sector  within  the  Executive  Branch. 

— MBDA  provides  management  and  technical  assistance  to  help  minority-owned 
businesses  overcome  obstacles  to  their  creation  and  expansion.  This  assistance 
helps  these  businesses  grow,  thereby  helping  increase  employment  opportuni- 
ties within  their  communities. 

— USTTA  has  provided  valuable  information  on  the  tourism  industry.  Critical 
functions  within  USTTA  need  to  be  retained  along  with  other  essential  trade 
promotion  functions  at  Commerce. 

Chairman  ROTH.  Mr.  Secretary,  when  President  CUnton  took  of- 
fice, he  and  Al  Gore  talked  a  great  deal  about  reinventing  Govern- 
ment. As  a  matter  of  fact,  I  sat  in  any  number  of  meetings  with 
the  Vice  President  and  others  at  the  White  House  and  elsewhere 
to  try  to  determine  how  we  could  make  Government  more  effective, 
more  efficient. 
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But  I  am  somewhat  concerned  by  your  testimony  today.  You  talk 
about  the  President  and  say  he  will  veto  any  legislation  that  dis- 
mantles the  Commerce  Department.  That,  I  find  hard  to  com- 
prehend exactly  what  you  mean  by  that.  Frankly,  it  has  been  my 
hope  that  as  we  proceed,  as  we  try  to  develop  a  more  efficient  Gov- 
ernment, that  the  Executive  Branch  would  work  with  the  Congress, 
that  Democrats  would  work  with  Republicans,  because  I  know  very 
few  who  think  Government  is  performing  effectively  today,  and  I 
would  say  that  was  true  5  years  ago  or  10  years  ago. 

I  think  the  question  is,  how  do  we  structure  Government  for  the 
21st  century?  Are  there  any  changes  at  all  that  you  would  rec- 
ommend in  respect  to  the  Commerce  Department? 

Secretary  Brown.  I  think  change  is  absolutely  appropriate,  and 
let  me  be  clear  on  the  assertion  that  I  made,  Mr.  Chairman.  There 
is  one  piece  of  dismantling  legislation  before  the  Congress,  or  rath- 
er, 2,  one  in  the  House  and  one  in  the  Senate.  They  are  very  simi- 
lar. That  is  the  kind  of  legislation  that  the  President  was  referring 
to. 

We  would  never  assert,  Mr.  Chairman,  that  no  restructuring,  no 
changes  would  be  appropriate.  Of  course,  they  would  be,  and  that 
is  why  we  are  so  anxious  to  engage  in  this  dialogue.  I  know  many 
members  of  the  Senate — I  have  had  some  conversations  with  Sen- 
ator Glenn  about  this — have  some  ideas  about  restructuring.  That 
is  not  dismantling,  that  is  understanding. 

Chairman  ROTH.  Let  me  point  out,  I  have  here  a  copy  of  a  state- 
ment made  by  Mr.  Panetta  when  he  was  a  Congressman.  When  he 
talked  about  streamlining  Government,  he  said,  there  are  three 
broad  reasons  why  consolidating  Executive  Branch  departments 
might  be  advantageous.  It  could  improve  policy  making,  it  could 
improve  policy  execution,  and  it  could  lead  to  budgetary  savings.  In 
that,  he  says  the  number  of  departments  could  be  reduced  to  as 
few  as  six,  and  he  mentions  human  resources,  natural  resources, 
economic  policy,  and  he  would  fold  into  economic  policy  Treasury, 
Commerce,  and  Transportation. 

I  am  not  saying  that  necessarily  is  the  answer,  but  what  I  am 
concerned  about  is  that  we  see  it  happening  in  every  administra- 
tion, that  when  they  come  in,  the  new  administration  is  normally 
more  open,  not  always  enthusiastic,  but  more  open  about  reorga- 
nization, restructuring  Government.  But  we  find  after  a  little  pe- 
riod of  time  that,  to  be  candid,  the  secretaries — and  I  am  not  just 
attacking  Commerce  or  any  other — become  captive  in  many  ways 
to  the  bureaucracy  of  their  agencies  and  we  end  up  hearing  that 
no  changes  should  be  made,  or  very  little. 

So  again,  I  would  ask  you.  You  have  given  a  litany  of  where  you 
think  your  Department  has  been  successful.  I  think  you  have  been 
very  aggressive.  I  think  others  have.  Secretary  Baldrige,  I  think 
was  extraordinarily  aggressive  in  this  area.  What  changes,  what 
major  changes,  if  any,  would  you  recommend  be  made  in  Commerce 
or  its  functions? 

Secretary  Brown.  First  let  me  say,  Mr.  Chairman,  that  the  same 
criticism  that  you  lodged  at  administrations,  which  I  agree  with, 
would  apply  to  the  Congress,  as  well. 

Chairman  ROTH.  I  agree  with  that. 
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Secretary  BROWN.  Often,  at  the  beginning  of  a  process,  and  some- 
times before  real  analysis  is  done,  some  suggestions  are  made 
which,  upon  analysis,  really  do  not  make  a  lot  of  sense. 

You  made  reference  to  Mr.  Panetta's  comments.  I  would  agree 
with  those  comments,  but  you  noted  that  they  talked  about  Gov- 
ernment-wide reorganization.  I  absolutely  agree  with  that.  As  a 
matter  of  fact,  I  was  talking  to  a  very  senior  Republican  member 
of  this  body  just  a  couple  of  days  ago  who  told  me  he  thought  we 
needed  a  Hoover  Commission,  that  the  world  had  changed  so  much 
in  the  last  40  years  that  we  ought  to  do  what  we  did  at  the  end 
of  World  War  II,  and  that  is  really  do  some  reorganization  of  the 
Federal  Government. 

Chairman  ROTH.  Senator  Glenn  and  I  have  been  on  that  proposal 
for  many  years,  as  I  recall. 

Secretary  Brown.  You  have  allies  in  the  administration  on  that, 
Mr.  Chairman.  What  we  are  talking  about  is  reviewing  and  analyz- 
ing the  various  proposals  that  have  been  made.  I  just  mentioned 
the  proposals  made  by  Senator  Glenn.  We  are  not  rejecting  any- 
thing out  of  hand.  We  want  to  talk  about  it  and  figure  out  what 
works  and  what  makes  sense. 

Chairman  RoTH.  Could  I  ask  you  this?  Do  you  have  any  specific 
recommendations  at  this  time? 

Secretary  Brown.  Yes.  We  have  several  that  we  have  made.  One 
of  those  I  mentioned  in  my  testimony,  which  is  to  set  up  Govern- 
ment corporations  as  a  move  in  the  direction  of  privatization  for 
several  parts  of  the  Commerce  Department. 

We  think  that  that  would  apply  particularly  well  to  an  office  like 
the  Patent  and  Trademark  Office,  which  employs  a  lot  of  people. 
The  Patent  and  Trademark  Office  is  also  crucial  to  our  economic 
future  in  that  it  protects  intellectual  property  rights.  We  have 
moved  in  that  direction  dramatically.  That  office  is  now  entirely 
fee-funded,  Mr.  Chairman.  That  is  a  change  that  we  have  made.  No 
taxpayer  dollars  anymore. 

We  think  we  ought  to  move  to  the  next  step,  the  same  thing  with 
NTIS,  the  same  thing  with  parts  of  the  Weather  Service  that  serve 
very  specific  kinds  of  clientele  might  well  be  appropriate  for  privat- 
ization. 

We  have  proposed,  as  I  indicated,  a  20  percent  reduction  in  our 
staff.  In  an  agency  that  is  not  a  big  grant-making  agency,  that  is 
major  reorganization. 

Chairman  RoTH.  You  have  emphasized  trade  on  several  occa- 
sions, and  I  think  you  and  I  are  in  strong  agreement  as  to  the  im- 
portance of  trade. 

Secretary  Brown.  Yes,  Mr.  Chairman. 

Chairman  ROTH.  But  I  have  a  letter  here  from  Ambassador 
Kantor  which  states  that  in  the  last  2Vi  years  alone,  the  Commerce 
Department  has  been  instrumental  in  negotiating  the  North  Amer- 
ican Free  Trade  and  Uruguay  Round  agreements  and  that  Com- 
merce provides  essential  analytical  support  and  in-depth  knowl- 
edge of  foreign  trade  practices  that  have  been  invaluable  to  USTR. 

Do  you  agree  that  Commerce  trade-related  functions  are  an  inte- 
gral part  of  what  the  USTR  is  doing?  Should  these  functions  be  put 
together? 
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Secretary  BROWN.  They  are  certainly,  Mr.  Chairman,  very  sup- 
portive of  what  USTR  does.  I  am  famiUar  with  the  proposals  to 
combine  the  two.  My  initial  view  would  be  that  that  is  not  a  good 
idea,  and  I  will  tell  you  why  very  concisely,  Mr.  Chairman. 

USTR  is  a  small  office.  I  think  one  of  the  reasons  that  it  func- 
tions well,  frankly,  is  that  it  is  a  small  office.  It  has  a  very  specific 
mission  and  that  is  to  negotiate  trade  agreements.  But  because  it 
is  a  small  office,  it  has  no  capacity  or  capability  to  do  all  that  is 
needed  to  prepare  for  or  participate  in  those  negotiations.  So  the 
Commerce  Department  does  that  work  for  USTR,  so  we  work  in 
consonance  with  each  other. 

I  do  not  think  it  is  a  terrible  idea.  I  just  think  that  there  are 
some  conflicts,  because  the  Trade  Representative,  Mr.  Chairman, 
must  take  into  account  things  like  environmental  rights  and  labor 
rights  and  a  number  of  other  issues.  He  is  a  negotiator.  The  Com- 
merce Department  is  an  advocate.  We  are  advocates  for  the  com- 
mercial interests  of  the  United  States.  It  is  a  little  different  role 
and  I  think  there  could  be  some  role  confusion  and  that  is  why 
they  were  separated  some  years  ago,  but  I  think  it  is  certainly 
worth  discussing. 

Chairman  ROTH.  I  am  bothered,  and  I  think  this  is  an  important 
area  worthy  of  discussion,  but  I  am  bothered  by  a  letter  from  Am- 
bassador Kantor  who  says  that  the  Department  of  Commerce  has 
been  instrumental  in  negotiating  the  North  American  Free  Trade 
and  Uruguay  Round  agreements,  because  under  the  current  organi- 
zation, USTR  is  to  be  responsible  for  policy  setting  and  negotia- 
tions. It  is  hard  to  see  how  that  line  is  being  drawn  under  current 
practice. 

Secretary  BROWN.  It  is  a  difficult  line,  admittedly,  Mr.  Chairman, 
and  that  is  one  reason  why  we  are  so  pleased  to  have  the  Trade 
Promotion  Coordinating  Committee,  which  allows  us  to  coordinate 
these  efforts.  As  a  matter  of  fact,  on  autos  and  auto  parts,  through 
the  years,  the  Commerce  Department  has  been  the  lead  agency  in 
negotiations.  So  USTR  does  not  do  all  of  the  negotiations  because 
they  have  such  a  limited  staff,  but  we  look  to  them  to  be  our  prin- 
cipal negotiator 

Chairman  RoTH.  But  looking  at  Government  as  a  whole,  does  it 
make  sense  to  have  something  like  17  different  agencies  and  de- 
partments involved  in  trade?  That  is  the  reason  you  have  this 
inter-agency 

Secretary  Brown.  It  is  tough,  Mr.  Chairman.  There  have  been 
assertions  made  that  this  is  duplication.  There  is  no  duplication  be- 
tween the  Ex-Im  Bank  and  the  Department  of  Commerce.  There  is 
no  duplication  between  OPIC  and  the  Department  of  Commerce. 

Chairman  RoTH.  We  just  had  some  duplication  between  the 
USTR,  according  to  Ambassador  Kantor's  own  letter. 

Secretary  Brown.  No,  Ambassador  Kantor's  letter,  Mr.  Chair- 
man, I  respectfully  say,  did  not  say  duplication.  It  said  we  were 
supporting  their  efforts.  We  were  integrally  involved  by  supporting 
their  efforts.  That  is  what  he  certainly  intended,  because  that  is 
what  we  do. 

Chairman  RoTH.  I  think  one  of  the  things  that  has  been  bother- 
some is  that  it  is  well  known  that,  in  the  past,  other  countries  have 
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played  one  agency  against  the  other  as  a  means  of  promoting  their 
particular  goals  and  objectives. 

My  time  is  up  now.  I  will  have  further  questions,  but  I  call  upon 
Senator  Glenn. 

Senator  Glenn.  Thank  you,  Mr.  Chairman. 

We  have  heard  a  rumor  that  there  are  some  compromises  that 
some  of  the  House  people  have  been  talking  about.  Do  you  know 
anything  about  those  that  would  be  different  from  the  Abraham 
bill  or  the  Chrysler  bill? 

Secretary  Brown.  Yes.  I  understand  that  there  are  a  number  of 
House  Republicans  in  meetings  fairly  often  talking  about  alter- 
natives because  they,  too,  think  that  it  is  foolhardy  to  talk  about 
dismantling  or  eliminating  the  Department. 

There  are  some  who  have  made  suggestions  very  much  like 
yours.  Senator  Glenn,  which  would  focus  on  trade  and  technology 
in  a  single  agency.  There  are  some  who  have  talked  about  trade 
only,  like  some  of  the  other  proposals  that  we  hear.  There  are  some 
that  would  expand  the  Department  by  keeping  the  functions  that 
are  there  and  bringing  in  all  these  other  trade-oriented  functions 
of  the  kind  that  Senator  Roth  was  just  speaking  of.  So  there  are 
a  variety  of  proposals.  Senator  Glenn. 

Senator  Glenn.  I  think  discussions  like  that  could  be  very  pro- 
ductive. 

Secretary  Brown.  I  absolutely  agree.  Senator. 

Senator  GLENN.  One  of  the  big  points  they  make  with  this  pro- 
posal today,  though,  is  that  it  saves  $7.7  billion  and  cuts  your 
budget  basically  by  one-fourth,  as  I  understand  it,  over  a,  what  is 
it,  a  5-year  period? 

Secretary  Brown.  Yes,  sir,  over  a  5-year  period. 

Senator  Glenn.  It  comes  out  to  about  $1.5  billion  a  year.  Do  you 
agree  with  that  estimate  that  they  could  save  that  amount?  My 
view  is,  I  think  it  is  going  to  cost  more  to  shuffle  some  of  these 
things  around  and  replace  them,  at  least  temporarily,  and  I  do  not 
see  where  you  get  that  amount  of  savings.  If  you  are  going  to  cut 
one-fourth,  it  might  even  be  advantageous  to  do  your  one-fourth  cut 
in  place  and  not  go  through  the  reorganization  process. 

Secretary  Brown.  Which  is  exactly  what  the  appropriators  in  the 
House  did.  Senator  Glenn.  I  certainly  share  your  view.  No,  I  do  not 
think  these  are  real  numbers,  and  let  me  give  you  some  examples, 
if  I  might. 

For  one  thing,  the  numbers  take  credit  for  fee-funding  the  Patent 
and  Trademark  Office.  That  has  already  been  done. 

Secondly,  they  do  not  take  into  account,  Mr.  Chairman,  any  in- 
creases for  inflation.  They  do  not  take  into  account  the  mandatory 
requirements  for  the  year  2000  census  and  for  our  satellite  pro- 
curement and  for  our  Weather  Service  modernization,  which  are 
legislatively  mandated.  These  requirements  in  and  of  themselves 
remove  $5  billion  from  that  figure.  So  now  you  are  down  to  about 
$2  biUion. 

They  do  not  take  into  consideration  any  of  the  costs  of  disman- 
tling or  breaking  up.  None  of  that  is  in  there.  I  do  not  think  that 
there  is  any  savings  in  the  proposal.  Senator  Glenn. 

Senator  Glenn.  In  some  respects,  too,  I  do  not  think  this  bill  was 
very  well  thought  through,  quite  frankly,  with  all  due  regard  to  my 
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colleagues  who  sponsored  it.  For  instance,  look  at  the  census.  We 
do  a  census  every  10  years,  required  by  the  Constitution.  Accord- 
ingly, the  Census  Bureau's  budget  ratchets  up  dramatically  as  we 
approach  the  end  of  a  decade,  but  S.  929  caps  Census's  budget  at 
75  percent  of  its  1994  level.  What  does  that  mean?  Are  we  going 
to  be  able  to  do  the  census  in  the  year  2000? 

Secretary  Brown.  You  could  not  do  the  census,  Senator  Glenn, 
and  I  would  agree  with  your  assessment  that  it  was  not  well 
thought  through.  The  fact  is,  capping  at  1994  levels,  when  you 
know  that  you  ramp  up  during  that  10-year  cycle  in  order  to  do  the 
census — we  have  a  proposal  that  we  are  implementing  now  that  we 
think  is  going  to  save  about  $1  billion  and  require  200,000  fewer 
workers  for  the  year  2000  census.  So  we  are  implementing  that 
kind  of  reinvention  as  we  go,  but  the  proposal  before  this  Commit- 
tee are  entirely  right.  Senator  Glenn.  It  would  mean  that  we  could 
not  perform  the  year  2000  census. 

Senator  Glenn.  You  addressed  USTR  and  Commerce's  position. 
The  proposal  to  consolidate  USTR  and  Commerce's  trade  promotion 
and  enforcement  programs  into  one  cabinet-level  agency,  do  you 
think  it  is  good  to  have  both  of  those  functions  in  one  agency,  or 
do  you  think  they  are  better  off  separate?  There  are  arguments  I 
can  make  myself  in  both  directions.  What  is  your  opinion? 

Secretary  Brown.  I  agree  that  there  are  good  arguments  to  be 
made  on  both  sides.  My  opinion  is  that  it  is  not  a  good  idea  to  com- 
bine the  two.  I  think  there  is  some  logic  to  bringing  other  parts  of 
the  trade  activities  of  the  Federal  Government  into  Commerce,  al- 
though the  administration  does  not  have  a  position  on  that.  We  are 
talking  about  what  might  make  sense  for  future  discussion. 

But  I  do  not  think  it  is  a  good  idea  to  bring  the  U.S.  Trade  Rep- 
resentative's Office  in.  I  think  it  is  best  located  in  the  Executive  Of- 
fice of  the  President. 

Senator  Glenn.  One  thing  a  lot  of  people  do  not  realize,  I  think, 
is  the  support  you  give  the  USTR.  You  mentioned  170  people  over 
there,  and  yet  you  are,  in  effect,  the  data  bank  for  everything  that 
they  do  and  work  very  closely  with  them.  I  think  your  people  travel 
with  USTR  on  some  of  these  negotiations. 

Secretary  Brown.  On  all  of  them. 

Senator  Glenn.  On  all  of  them? 

Secretary  Brown.  On  all  of  them,  Senator  Glenn,  yes. 

Chairman  ROTH.  May  I  interrupt  for  a  question? 

Senator  Glenn.  Yes. 

Chairman  Roth.  As  I  understand  it,  you  said,  Secretary  Brown, 
as  a  general  approach,  you  do  agree  that  there  could  and  should 
be  more  consolidation,  you  said,  in  the  Commerce  Department. 

Secretary  BROWN.  As  a  general  approach,  that  is  correct.  Sen- 
ator. 

Chairman  ROTH.  I  happen  to  feel  very  strongly  that  is  necessary, 
and  frankly  disagree  with  the  bill  that  is  before  us  from  that  stand- 
point because  it  tends  to  be  splintering  more  than  consolidating. 

Am  I  correct,  then,  that  we  do  have  a  common  core  here,  that 
we  may  not  necessarily  agree  where  and  how  it  should  end  up,  but 
that  if  we  are  going  to  become  successful  in  international  negotia- 
tions, we  could  do  a  lot  more  in  the  way  of  consolidating  and  bring- 
ing together  than  we  now  have? 
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Secretary  Brown.  There  is  no  question  about  that,  Mr.  Chair- 
man. If  I  might  add,  one  of  the  problem  areas,  and  I  think  the 
Trade  Promotion  Coordinating  Committee  has  been  very  successful, 
one  of  the  problem  areas  is  dealing  with  some  of  these  funding  is- 
sues. 

I  know  that  this  is  a  sensitive  issue,  and  I  see  my  friend.  Senator 
Pryor,  sitting  here,  who  comes  from  an  agricultural  State  in  many 
respects.  But  the  fact  is  that  80  percent  of  our  export  promotion 
dollars  are  spent  on  exporting  agricultural  goods  for  only  10  per- 
cent of  our  exports. 

I  would  argue  that  there  is  something  wrong  with  that  balance 
and  it  is  difficult  to  deal  with  those  issues  without  some  kind  of 
consideration  for  consolidation.  That  is  a  reason  why  the  Trade 
Promotion  Coordinating  Committee  has  had  a  problem  trying  to  get 
our  arms  around  that.  We  turned  it  over  to  0MB.  0MB  is  working 
on  it.  But  it  requires  some  reallocation  of  resources. 

Senator  GLENN.  Do  you  have  any  idea  how  much  of  your  budget 
went  to  support  USTR  in  data  provision  and  things  like  that  and 
people  and  so  on?  Do  you  have  a  figure  on  that? 

Secretary  BROWN.  I  could  give  you  a  breakdown.  I  cannot  off  the 
top  of  my  head.  Senator  Glenn,  but  it  would  be  a  significant 
amount  of  the  work  that  our  International  Trade  Administration 
does. 

Senator  GLENN.  Those  who  think  you  just  transfer  trade  negotia- 
tion, you  just  transfer  the  bundle  to  USTR,  it  does  not  work  that 
way.  They  would  not  have  any  support  function  if  you  did  away 
with  your  data  backup. 

Secretary  Brown.  That  is  exactly  right.  Senator  Glenn. 

Senator  Glenn.  Could  you  give  us  a  figure  like  that  for  the 
record? 

Secretary  Brown.  Yes,  we  can.  I  would  be  glad  to  provide  it. 

Senator  Glenn.  If  you  could  send  that  over,  I  would  appreciate 
it.  I  think  that  is  an  important  figure. 

The  proposal  on  the  Hoover  Commission,  that  is  one  that  we 
have  talked  about  here  for  a  long  time,  for  about  the  last  10  years, 
as  a  matter  of  fact.  I  think  sometime  we  may  take  that  on.  If  we 
were  forming  a  Government  all  over  again,  obviously,  it  would  be 
along  functional  lines,  or  I  think  it  is  obvious,  anyway,  to  have 
human  resources,  natural  resources,  economic  resources,  defense, 
foreign  policy,  and  that  is  about  it.  Then  under  those  five  or  six 
boxes,  you  could  really  make  a  functional  order  of  Government. 

But  I  think  to  go  at  this  just  whacking  out  a  department  ma- 
chete-like because  we  happen  to  have  a  move  to  cut  a  department 
out  of  Government  for  whatever  coup  that  is  supposed  to  be,  I 
think  is  the  wrong  way  to  approach  this  problem.  If  we  were  going 
to  address  it  on  a  long-term  studied  basis  and  reconvert  or  convert 
some  of  these  functions  of  Government  over  a  period  of  time  and 
do  it  on  a  coordinated  basis  along  functional  lines,  that  would  be 
one  thing. 

But  I  think  doing  it  as  is  proposed  here,  just  to  sort  of  hang  a 
sign  up  basking,  well,  we  cut  a  department,  as  near  as  I  can  tell, 
because  a  lot  of  these  functions  are  not  done  away  with.  A  lot  of 
them  are  just  distributed  around,  which  is  going  to  be  costly  to  do. 
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Secretary  BROWN.  If  I  might  comment,  I  could  not  agree  with  you 
more,  Senator.  I  should  make  clear  in  our  discussion  about  USTR 
and  the  Commerce  Department  that  the  International  Trade  Ad- 
ministration does  much  more  than  support  USTR,  and  I  know  you 
are  aware  of  that,  but  I  just  wanted  to  make  that  clear  for  the 
record. 

But  in  addition,  many  other  units  of  the  Commerce  Department 
support  USTR.  NOAA  supports  USTR.  Our  Bureau  of  Export  Ad- 
ministration supports  USTR.  So  many  agencies — our  Technology 
Administration  in  the  negotiations  during  the  GATT  Round  were 
supportive  of  USTR. 

Senator  Glenn.  One  thing  I  was  very  concerned  about,  and  we 
have  discussed  this  some  privately,  about  whether  NOAA  should  be 
in  the  Department  or  not,  and  I  know  there  are  differing  views. 
You  make  an  excellent  case  for  the  synergism  that  occurs  because 
NOAA  is  in  there,  and  I  accept  your  argument  on  that. 

But  I  think  what  this  bill  does  to  NOAA  is  nothing  short  of  a 
crime,  almost,  because  it  just  takes  an  agency  that  is  doing  weath- 
er research,  we  want  better  weather  information,  we  want  better 
predictions  of  weather,  it  saves  lives,  saves  crops,  everything  else 
that  goes  along  with  that  and  all  the  different  functions,  and  just 
literally  decimates  it.  It  breaks  it  up  and  scatters  it  all  over  the 
landscape,  and  I  think  that  is  enough  to  vote  against  this  bill  on 
the  way  I  read  these  things. 

Whether  NOAA  stays  forever  within  Commerce  or  not,  I  think  to 
break  up  something  like  that  would  be  a  major  error.  It  just  termi- 
nates and  transfers  duties  all  over.  You  have  DOD,  Interior,  Trans- 
portation, U.S.  Fish  and  Wildlife,  Agriculture,  assuming  NOAA's 
duties.  It  just  does  not  make  sense  to  take  an  organization  that 
just,  a  few  years  ago,  we  were  putting  together  and  bringing  it  to- 
gether from  all  these  different  places,  forming  NOAA  so  these  func- 
tions could  be  better  coordinated.  This  bill  hits  NOAA  like  an  atom- 
ic bomb.  It  spreads  it  all  over  the  place.  I  just  do  not  think  that 
makes  any  sense  at  all. 

We  may  have  some  additional  questions  to  be  submitted,  Mr. 
Chairman. 

Chairman  RoTH.  Thank  you. 

Senator  Smith,  I  believe  is  next.  We  are  taking  people  in  the 
order  they  came. 

Senator  Smith.  Thank  you,  Mr.  Chairman.  How  much  time  do 
we  have  on  the  questions,  5  minutes? 

Chairman  RoTH.  Five  minutes. 

Senator  Smith.  Good  afternoon,  Mr.  Secretary. 

Secretary  Brown.  Good  afternoon. 

Senator  Smith.  I  appreciate  your  being  here.  You  certainly  gave 
a  very  powerful  defense  of  your  agency  and  I  certainly  respect  that 
and  admire  you  for  doing  that. 

I  do  have  a  couple  of  concerns.  Let  me  go  back,  first  of  all,  to  the 
budget  issue.  In  the  answer  to  Senator  Glenn's  question,  you  went 
pretty  hard  against  the  numbers.  To  be  honest  with  you,  I  have  not 
gone  through  every  one  of  those  numbers  and  probably  most  people 
have  not.  But  the  CBO  basically  say  that  there  would  be  about 
$7.7,  $7.5  billion  in  savings  under  the  terms  of  this  legislation. 

Do  you  have  specific  information  to  dispute  those  numbers? 
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Secretary  Brown.  Yes,  I  do,  and  I  provided  that  information. 
Senator  Smith.  They  did  not  take  into  consideration  the  2000  cen- 
sus, weather  modernization,  or  our  commitments  on  our  satelhtes 
that  are  commitments  legislated.  They  are  required.  They  are  man- 
dated. Once  you  take  those  into  consideration,  in  the  period  be- 
tween now  and  the  year  2000,  you  are  talking  about  $5  billion.  The 
CBO  ignored  that.  So  I  do  have  a  quarrel  with  the  methodology  of 
coming  up  with  that  figure. 

They  also  took  into  consideration  no  figures  for  the  cost  of  dis- 
mantling, for  the  cost  of  moving  from  one  agency  to  another.  None 
of  that  is  in  there. 

Senator  Smith.  Excuse  me.  Is  that  0MB  or  is  that  internal  Com- 
merce disputing?  Has  0MB  spoken  out 

Secretary  Brown.  I  doubt  very  much  whether  0MB  has  looked 
at  those  savings  numbers. 

Senator  Smith.  One  of  the  difficulties  we  face  in  this  job  is  there 
are  so  many  differing  views  on  these  numbers. 

Secretary  Brown.  No,  but  I  say  respectfully,  Senator  Smith,  I  am 
not  questioning  the  hard  numbers.  What  I  am  questioning  is  what 
they  left  out  of  the  calculation  and  that  can  be  easily  verified. 

Senator  SMITH.  Let  me  move  to  another  area  where  I  have  some 
dual  involvement  as  a  member  of  the  Armed  Services  Committee. 
On  the  issue  of  Export  Administration  licensing,  you  commented  ei- 
ther in  your  opening  statement  or  in  a  response  to  one  of  the  Sen- 
ators' questions  that  Defense  and  Commerce  are  essentially  in 
agreement. 

I  have  some  information  that  would  dispute  that,  that,  in  fact, 
there  has  been  a  great  deal  of  concern  in  DOD  regarding  some  of 
the  activities  that  Commerce  has  approved.  Let  me  give  you  three 
quick  examples  and  just  ask  for  your  response,  if  you  could.  If  you 
do  not  have  the  information  at  your  disposal,  which  is  certainly 
possible,  I  would  appreciate  it  if  you  could  respond  for  the  record. 

It  is  my  understanding  that  the  Commerce  Department  had  ap- 
proved an  export  license  for  the  sale  of  some  stealth  material, 
stealth  material  coatings,  to  Germany.  The  supplier  refused  to  pro- 
vide the  information  concerning  the  use  because  of  concerns  that 
they  had  regarding  our  national  security.  It  turned  out  that  this 
stealth  material  coating  was  for  cruise  materials.  What  I  am  told 
is  it  was  not  routed  through  Defense  or  State  for  approval  and  it 
was  not  until  the  newspapers  got  hold  of  the  story  that  Commerce 
relented. 

My  question  in  a  generic  sense,  even  if  it  is  not  on  the  specific 
case  here,  what  explanation  could  Commerce  possibly  have  for  ap- 
proving a  license  for  high-performance  stealth  coatings  to  anyone? 

Secretary  Brown.  Let  me  just  say,  and  I  am  certain  that  I  will 
not  be  familiar  with  the  details  of  all  the  questions  you  raise,  but 
we  have  an  interagency  process.  Secretary  Perry  and  I  have  been 
on  the  same  page  on  these  issues  from  the  very  beginning.  We  were 
certainly  on  the  same  page  in  our  efforts  to  have  a  renewal  or  reau- 
thorization of  the  Export  Assistance  Act  and  the  interagency  proc- 
ess really  dictates  that  there  is  consultation  on  these  issues. 

So  I  would  have  to  go  back  and  look  at  the  specific  matters,  but 
I  repeat  the  assertion  that  I  made  during  my  earlier  testimony. 
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and  that  is  we  have  been  working  very,  very  closely  with  the  De- 
partment of  Defense  on  all  of  these  issues. 

Senator  SMITH.  I  would  just,  again,  ask  for  you  to  take  a  look  at 
it. 

Secretary  Brown.  Absolutely. 

Senator  Smith.  My  information  was  that  it  did  not  go  through 
the  Department  of  Defense.  If  that  is  incorrect,  then  I  will  stand 
corrected. 

Secretary  Brown.  And  if  that  is  correct,  I  will  be  the  first  to  ac- 
knowledge it.  I  do  know  that  there  is  a  lot  of  interagency  coordina- 
tion. 

Senator  Smith.  Another  example  might  be  a  little  bit  more  obvi- 
ous. There  was  a  general  distribution  license  for  the  sale  of  an  air- 
craft carrier,  an  old  U.S.  aircraft  carrier,  to  China,  again,  I  am  told, 
without  any  consultation  with  the  Defense  Department.  It  was  ba- 
sically for  scrap,  but  again,  there  were  some  concerns  in  DOD 
about  the  technology  that  may  have  been  in  that  aircraft  carrier. 

Again,  my  concern  here  is  whether  or  not  there  was  consultation 
with  the  Pentagon,  whether  the  Pentagon  ultimately  approved  of 
that. 

Secretary  Brown.  It  was  built  in  1945.  The  Defense  Department 
approved,  I  am  told,  in  writing  that  it  was  scrap,  and  that  is  why 
the  decision  was  made  that  you  refer  to. 

Senator  Smith.  And  the  Defense  Department  specifically  ap- 
proved the  sale  of  that  to  China? 

Secretary  Brown.  They  told  us  it  was  scrap,  and  under  the  gen- 
eral licensing  provisions,  that  kind  of  approval  would  not  be  re- 
quired. I  am  informed  that  it  did  not  go  to  China,  Senator  Smith, 
it  went  to  India. 

Senator  Smith.  I  will  stand  on  my  information  to  China,  but  we 
will  see  who  is  right. 

It  is  my  understanding,  one  more  point,  that  Commerce  is  grant- 
ing licenses  now  for  space  launch  vehicle  technology  transfers  to 
countries  who  may  not  be  in  good  standing  under  the  missile  tech- 
nology control,  and  this  is  an  area,  in  general,  that  I  think  we  all — 
you  mentioned  it,  to  your  credit — that  we  are  very  concerned  about 
it.  I  think  that  given  the  proliferation  of  the  technology,  and  these 
two  countries  specifically,  China  and  Brazil,  who,  I  guess,  are  not 
in  good  standing,  to  put  it  mildly. 

Again,  how  do  we  justify  these  types  of  transfers  if,  in  fact,  they 
did  take  place? 

Secretary  BROWN.  I  am  informed  that  we  are  not  familiar  with 
the  case  that  you  are  mentioning.  We  would  be  glad  to  review  them 
and  discuss  them  with  you. 

But  I  want  to  repeat.  Senator  Smith,  I  feel  very  strongly  about 
matters  of  proliferation  of  weapons  of  mass  destruction.  I  feel  very 
strongly  about  arms  control.  I  feel  very  strongly  about  protecting 
our  national  security  interest. 

Senator  Smith.  And  I  do  not  dispute  that  one  bit,  Mr.  Secretary. 
Please  understand  that.  We  all  deal  with  these  issues.  It  is  a  ques- 
tion sometimes  where  there  are  competing  interests,  where  we 
want  to  try  to  promote  as  much  technology  commerce  as  we  can  for 
our  companies,  especially  where  they  have  been  hit  pretty  hard  as 
a  result  of  the  downsizing  after  the  Cold  War.  But  on  the  other 
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hand,  we  do  not  want  to  be  out  there  defeating  ourselves  in  future 
years. 

I  did  not  bring  it  up  to  put  you  on  the  spot.  I  bring  it  up  because, 
based  on  my  own  involvement  on  the  Armed  Services  Committee, 
there  seems  to  be  concern  about  this  administration  in  this  area  of 
technology  and  transfer  of  technology  as  it  relates  to  some  of  the 
more  sensitive  national  security  items,  as  I  mentioned,  whether  it 
be  stealth  technology  or  missile  proliferation. 

If  you  could  check  specifically  on  those  items  and  provide  the  an- 
swers for  the  record,  I  would  appreciate  it. 

Secretary  Brown.  I  certainly  will,  Senator,  and  I  appreciate  and 
respect  the  questions  that  you  have  raised.  We  do  have  an  inter- 
agency process  that  reviews  these  matters.  It  is  not  only  Commerce 
but  it  is  State  and  Defense,  NSA,  in  many  cases.  We  have  a  very 
good  working  relationship.  We  do  not  believe  that  the  only  interest 
America  has  is  its  commercial  interest.  We  have  national  security 
interests  that  are  foremost  and  we  are  very  sensitive  to  that. 

I  think  you  would  also,  though,  agree.  Senator  Smith,  that  we 
need  to  have  some  changes.  We  do  have  a  Cold  War  era  set  of  Ex- 
port Administration  policies.  That  is  why  we  want  so  badly  to  have 
a  reauthorization  of  the  Export  Administration  Act.  We  hope  that 
the  Congress  takes  action  on  it.  We  are,  I  think,  unfairly  penalizing 
many  of  our  exporters  where  we  should  not  be  and  making  them 
non-competitive. 

I  do  not  question  at  all  the  specific  issues  that  you  raised,  but 
I  am  making  a  general  statement  now.  I  think  our  general  view  is 
once  we  answer  the  proliferation  questions,  once  we  answer  the 
arms  control  questions,  once  we  answer  the  national  security  ques- 
tions, we  should  not  be  prohibiting  an  American  manufacturer  fi-om 
exporting  an  item  that  anybody  can  walk  down  to  the  nearest 
Radio  Shack  and  buy  off  the  shelf  and  that  is  being  sold  in  the 
marketplace  around  the  world.  That  is  the  kind  of  changes  that  we 
think  are  important,  while,  of  course,  taking  into  consideration  as 
a  priority  arms  control  and  proliferation  issues. 

Senator  Smith.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Senator  Glenn.  Mr.  Chairman,  if  I  could  make  just  one  comment 
before  we  go  on  to  the  next  one  here.  Senator  Smith  indicated  that 
this  was  a  problem  with  this  administration  in  particular.  I  do  not 
think  it  is.  I  have  been  around 

Senator  SMITH.  I  did  not  say,  in  particular. 

Senator  Glenn.  You  said  this  administration,  and  I  just  want  to 
correct  that  because  I  have  been  having  troubles  with  Commerce 
and  DOD  and  DOE  and  dual-use  technology  exports  going  clear 
back  into  the  mid-1980s,  so  we  have  three  Presidents  in  a  row  that 
I  think  have  been  a  little  lax  in  this  particular  area.  I  think  it  is 
an  area  we  do  have  to  tighten  up  on.  I  think  it  is  an  area  that 
Commerce  does  have  to  tighten  up  on. 

You  have  the  coordinating  group  there  now.  There  is  no  reason 
why  we  cannot  do  it.  I  know  the  Cold  War  is  over,  but  some  of 
these  things  have  gone  out. 

Secretary  Brown.  It  is  still  a  dangerous  world. 

Senator  GLENN.  This  is  not  a  perfect  world  out  there  with  Iran, 
Iraq,  Libya,  and  all  the  rest  of  the  places  that  some  people  want 
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to  do  business  with  and  I  think  we  have  to  be  more  careful  in  that 
area  than  we  have  been. 

Secretary  Brown.  I  agree.  Before,  Mr.  Chairman,  you  move  from 
Mr.  Smith,  I  have  a  response  to  one  of  the  earher  questions  he 
asked.  You  asked  a  question  about  the  budget  and  about  whether 
0MB  had  done  any  analysis.  I  would  just  like  to  read  one  sentence 
from  a  letter  from  the  Director  of  0MB  to  the  leadership  of  both 
the  House  and  the  Senate. 

"By  dispersing  these  programs  to  be  run  directly  by  the  Presi- 
dent," that  is,  a  lot  of  things  were  going  to  be  moved  into  USTR, 
"or  by  other  agencies,  the  legislation  would  actually  increase  rather 
than  decrease  taxpayer  costs."  So  evidently  0MB  has  done  an  eval- 
uation of  the  cost  of  dismantling. 

Senator  Smith.  So  they  are  saying  the  cost  would  increase  rather 
than  decrease? 

Secretary  Brown.  Yes. 

Chairman  ROTH.  Senator  Pryor? 

Senator  Pryor.  Thank  you,  Mr.  Chairman. 

Good  afternoon.  Secretary  Brown. 

Secretary  Brown.  Good  afternoon.  Senator  Pryor. 

Senator  Pryor.  About  10  years  ago,  or  12,  I  cannot  remember 
how  long  exactly,  a  poll  was  taken  of  the  100  members  of  the  U.S. 
Senate.  The  question  was  asked,  what.  Senator,  is  your  favorite 
beverage?  I  think  the  answers  came  in  all  the  way  from  Perrier  to 
camel's  milk.  I  am  not  sure.  But  there  was  a  wide  array. 

They  got  down  to  me — I  was  very  low  in  seniority  at  that  time — 
and  asked  Senator  Pryor,  what  is  your  favorite  beverage?  You  had 
to  fill  out  a  little  postcard  and  send  it  back.  I  said  my  favorite  bev- 
erage is  Grapette,  Grapette  soda. 

Well,  here  is  Grapette  soda.  Now,  Mr.  Secretary,  you  are  too 
young  to  remember  Grapette  soda.  [Laughter.] 

Senator  Pryor.  Grapette  soda  was 

Secretary  BROWN.  I  just  lived  in  the  wrong  part  of  the  country, 
Senator. 

Senator  Pryor.  That  was  bottled  in  Camden,  Arkansas,  at  the 
Grapette  plant  down  on  Grinstead  Street  in  my  hometown  and  it 
kind  of  went  out  of  business.  I  remember  everybody  that  worked 
at  the  Grapette  plant  smelled  like  Grapette.  They  had  this 
Grapette  scent  about  them.  [Laughter.] 

Senator  Pryor.  Anj^way,  Grapette  kind  of  went  by  the  wayside 
and  died  out  and  no  one  heard  fi^om  it  for  about  30  years.  All  of 
a  sudden,  a  group  of  young  entrepreneurs  said,  we  ought  to  re- 
manufacture  Grapette.  Well,  thanks  to  the  ITA  within  the  Depart- 
ment of  Commerce  and  their  advice  and  their  contacts  overseas, 
Grapette  now  has  a  new  life.  It  is  now  in  a  big  can.  It  is  not  in 
a  little  6-ounce  bottle  any  longer.  But  that  was  a  home  town  prod- 
uct of  Camden,  Arkansas.  Now  it  is  a  home  town  product  of  Hot 
Springs  and  it  is  being  exported  worldwide. 

This  is  one  of  the  many  testimonials  that  we  have  received  re- 
cently about  the  working  of  the  International  Trade  Administration 
within  the  Department  of  Commerce.  TCBY  Yogurt,  a  Little  Rock, 
Arkansas,  corporation,  .and  I  think  the  largest  yogurt  organization 
now  in  the  world.  It  has  given  testimony  about  how  many  jobs  that 
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have  been  created  right  in  our  State  as  a  result  of  advice  and  coun- 
sel from  the  ITA. 

I  know  I  never  think  about  the  ITA.  I  think  there  are  other  func- 
tions of  your  Department  that  many  of  us  on  a  day-by-day  basis 
do  not  focus  on,  but  that  does  not  mean  they  aren't  working  hard 
for  Americans. 

For  the  record,  I  would  like  to  put  in  the  record,  Mr.  Chairman, 
if  I  might,  some  of  these  testimonials  from  some  of  the  businesses 
in  Arkansas  about  various  Commerce  agencies. 

Senator  Pryor.  Let  me  move,  if  I  might,  now  to  the  Economic 
Development  Administration.  I  mentioned  briefly  in  my  opening 
statement  about  the  role  that  they  are  playing  now  in  defense  con- 
version. Once  again,  trying  to  put  a  little  character,  I  guess,  with 
the  statistics,  here  is  just  a  map.  This  is  not  the  recent  round  of 
closed  bases,  Mr.  Chairman.  These  are  the  closed  bases  up  to  1993, 
by  the  BRAC. 

The  Economic  Development  Administration  is  one  of  the  few 
agencies  in  our  Government  that  is  dealing  with  those  local  com- 
munities, trying  to  help  these  communities  make  a  comeback.  I 
wonder  if  you  might  address  yourself,  sir,  just  for  a  moment,  as  to 
some  of  the  things  EDA  is  doing.  What  is  going  to  happen  in  the 
area  of  defense  conversion  if  we  have  no  Economic  Development 
Administration? 

Secretary  BROWN.  It  would  be  double  devastation  for  these  com- 
munities. Senator  Pryor.  The  point  of  your  question  is  very  well 
taken.  At  a  time  of  defense  downsizing,  we  have  to  recognize  that 
not  only  do  many  workers  pay  a  price  but  many  communities  pay 
a  price.  There  has  to  be  a  way  to  revive  these  communities,  to  put 
them  on  their  feet  again. 

What  we  do,  we  think  is  the  most  intelligent  thing  to  do,  and 
that  is  to  use  our  Federal  dollars  to  attract  private  sector  capital, 
to  build  infrastructure  so  that  private  investors  will  want  to  invest 
and  locate  there. 

A  great  focus  of  the  work  of  the  Economic  Development  Adminis- 
tration, as  your  question  properly  suggests,  is  defense  conversion. 
We  have  had  great  success  in  communities  around  the  country, 
communities  that  are  in  real  pain,  that  but  not  for  the  Economic 
Development  Administration  would  not  be  able  to  recover.  They 
would  lose  their  entire  emplo3anent  base,  which  is  the  case  when 
many  of  these  military  facilities  are  closed  down. 

We  think  that  EDA  performs  a  very,  very  important  service  for 
America  that  no  other  agency  of  the  Federal  Government  really 
supplies.  We  think  that  it  makes  some  sense  to,  in  fact,  put  some 
seed  money  in  these  communities.  It  might  be  to  build  a  sewer  sys- 
tem, without  which  a  new  business  is  unwilling  to  locate  in  that 
community.  It  might  be  some  kind  of  a  community  center,  but 
something  that  serves  as  a  magnet,  as  an  attraction  for  economic 
development.  So  we  think  the  impact  of  such  a  cut  would  be  dev- 
astating. 

Senator  Pryor.  Mr.  Chairman,  I  would  just  like  to  say — I  see  my 
light  is  still  green — that  we  had  a  base  closure  in  Northeastern  Ar- 
kansas about  4  years  ago,  the  Eaker  Air  Force  Base,  a  B-52  base. 
When  the  Air  Force  pulled  out,  it  left  the  community  absolutely 
devastated.  The  unemployment,  I  think,  went  to  around  22  or  23 
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percent.  One  of  the  main  problems  was  we  could  not  get  any  pri- 
vate industry  to  come  in  and  look  at  this  base  because  of  an  ar- 
chaic, antiquated  sewer  system. 

We  called  upon  the  EDA  and  they  came  in.  The  community  could 
not  afford  it.  EDA  came  in  and  gave  us  some  assistance,  and  today, 
we  are  getting  ready  to  see  jobs  created  at  this  particular  base.  We 
have  seen  unemployment  come  down  dramatically.  It,  I  think,  is 
going  to  be  one  of  the  great  success  stories  of  this  era  in  that  part 
of  our  State. 

I  want  to  thank  the  Secretary. 

Mr.  Chairman,  I  want  to  thank  you  for  your  indulgence  and  I 
want  to  thank  you  for  letting  me  show  my  little  bottle  of  Grapette. 
Thank  you. 

Chairman  Roth.  You  can  leave  that  at  my  desk.  [Laughter.] 

Senator  Pryor.  I  will  give  it  to  you.  I  think  it  is  40  years  old. 
I  will  bet  it  is  fermented  by  now. 

Chairman  RoTH.  Then  be  sure  to  leave  it.  [Laughter.] 

Senator  Grassley? 

Senator  Grassley.  Secretary  Brown,  today  it  was  quoted  in  the 
Post  of  you  referring  yesterday  about  your  Department  being  the 
Department  of  the  future.  Some  critics  might  call  your  Department 
a  Department  of  favoritism.  These  critics  would  say  that  companies 
can  go  on  these  international  trade  missions  that  you  have  high- 
lighted as  one  of  your  major  accomplishments,  and  I  do  not  detract 
from  you  that  maybe  you  have  had  a  great  deal  of  success  in  sign- 
ing of  contracts  on  these  missions,  but  some  of  your  critics  would 
say  that  companies  can  only  go  if  they  contribute  to  the  Democratic 
National  Committee. 

These  same  kinds  of  criticisms  could  have  been  leveled  and  were 
leveled  against  Robert  Mosbacher,  and  I  suppose  other  prede- 
cessors of  yours.  He  was  a  member  of  my  party,  and  the  issues  I 
am  raising  today  would  be  just  as  true  in  a  Republican  administra- 
tion as  in  a  Democratic  administration.  I  think  they  are  about  per- 
ception and  public  confidence,  and  as  far  as  I  am  concerned,  they 
would  be  apolitical,  I  hope. 

Secretary  BROWN.  Could  I  respond  to  that.  Senator  Grassley? 

Senator  GRASSLEY.  Yes.  Let  me  give  you  an  example.  You  listen 
to  me  and  then  I  will  give  you  an  opportunity  to  listen  to  you.  Occi- 
dental Petroleum,  for  instance,  gave  by  my  estimates  $100,000  to 
the  Democratic  Party  in  1993-94,  just  before  and  just  after  a  trade 
mission  to  Russia.  The  CEO  of  Occidental  was  on  a  Russia  trip  last 
year.  In  fact,  the  day  that  the  plane  arrived  in  IVIoscow  with  the 
CEO  aboard,  a  check  was  delivered  to  the  DNC  for  $25,000.  That 
might  be  just  a  coincidence,  but  it  makes  my  point  about  percep- 
tion. 

You  may  want  to  assure  the  public  and  the  Congress  that  there 
was  not  any  quid  pro  quo  involved,  but  the  problem  is  whether  or 
not  it  is  a  Department  of  the  future  or  a  Department  of  favoritism, 
is  you  are  fighting  a  perception  problem. 

We  have  had  30,000  pages  of  Commerce  Department  documents 
that  were  received  through  FOIA  by  Judicial  Watch  that,  I  think, 
reinforces  it.  It  is  not  an  isolated  example  her  and  there,  and  I 
could  show  you  all  kinds  of  letters  that  we  have  gotten.  It  is  full 
of  letters  from  friends  and  high-dollar  donors  asking  and  receiving 
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seats  on  trade  missions.  This  often  perturbs  those  who  do  not  get 
seats. 

For  instance,  I  have  a  letter  here  from  a  person  who  imphes  he 
did  not  have  the  right  connections.  He  wanted  to  get  on  a  trip  to 
China  a  couple  of  years  ago.  It  says,  "Dear  Secretary  Brown,  I  am 
the  CEO  of  a  small  export  company.  We  sell  U.S.  manufactured  en- 
vironmentally safe  chemicals  to  seven  European  countries  and 
three  Asian  countries,  including  China.  We  have  tried  numerous 
times  for  assistance  from  your  Department  but  no  avail.  Due  to  the 
lack  of  assistance  from  your  Department,  we  are  thinking  about 
manufacturing  these  products  in  China  instead  of  the  United 
States.  This  will  hurt  the  California  economy  as  well  as  the  U.S. 
economy  as  a  whole." 

"The  reason  I  am  writing  this  letter  is  as  follows.  I  read  in  the 
Far  Eastern  Economic  Review,  America  calling,  U.S.  plans  big 
sales  push  in  China  next  month,  that  yourself  and  Under  Secretary 
Garten  would  be  bringing  25  executives  on  a  Presidential  mission 
to  the  region.  I  assume  that  these  executives  contribute  a  lot  of 
money  to  the  administration.  I  am  a  registered  Democrat.  How- 
ever, I  am  unable  to  contribute  hundreds  of  thousands  of  dollars 
as  of  yet  for  the  privilege  to  meet  the  right  contacts  in  any  country. 
I  thought  that  the  Democratic  administration  would  help  the  small- 
er people  as  well  as  big  business.  I  guess  I  am  mistaken." 

I  do  not  know  how  the  CEO  of  this  company  got  the  impression 
that  he  had  to  contribute  hundreds  of  thousands  of  dollars  to  go  on 
a  trip,  but  I  think  it  reinforces  my  point  that  there  is  a  perception 
problem. 

A  more  recent  trade  mission  was  in  November  to  Asia.  There 
were  stops  in  Indonesia,  Malaysia,  and  the  Philippines.  Public  in- 
terest groups  have  requested  the  trip  list  and  it  has  been  denied 
to  them.  I  would  like  you  to  provide  that  list  to  this  Committee, 
including  Government  officials  who  went  along. 

I  do  not  know  why  your  Department — it  may  not  even  be  any- 
thing that  you  would  have  anything  to  do  with — why  your  Depart- 
ment would  want  to  keep  this  information  confidential,  because  all 
other  trip  lists  have  already  been  made  public.  Given  the  percep- 
tion problems  with  your  Department,  it  would  only  make  matters 
worse  to  sit  on  it. 

The  perception  problem  in  this  case  involves  a  deal  consummated 
on  the  Asia  trip  involving  Liper  Group  and  the  Intergy  Corpora- 
tion, both  of  which  have  close  Arkansas  connections  and  roots.  The 
recent  director  of  the  Liper  Group  is  now  the  principal  Deputy  As- 
sistant Secretary  of  the  International  Economic  Policy  in  the  Inter- 
national Trade  Administration. 

So,  for  your  comments,  the  first  message  that  I  would  send  to 
you  is  the  importance  of  disclosing  this  information  and  any  other 
information  requested  of  you.  Second,  because  of  the  perception 
problem,  I  think  you  have  very  much  an  uphill  battle.  You  have  a 
real  problem  convincing  the  public  and  the  Congress  that  the  De- 
partment of  Commerce  is  the  Department  of  the  future,  rather 
than  a  Department  of  favoritism.  That  is  the  same  as  business  as 
usual,  as  far  as  the  public  is  concerned  at  the  grass  roots.  The  pub- 
lic has  a  big  target  on  anything  that  smacks  at  business  as  usual. 
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As  I  said,  that  is  probably  criticism,  if  I  would  dig  in  the  records 
and  there  had  been  some  Judicial  Watch  group,  that  could  have 
been  raised  maybe  when  we  had  a  Republican  Secretary  of  Com- 
merce. 

But  you  have  been  patient  while  I  have  gone  on  and  on  and  I 
would  like  to  listen  to  any  of  your  comments. 

Secretary  Brown.  I  can  respond  very  directly.  Senator  Grassley. 
Any  critic  who  makes  that  assertion  is  telling  a  lie.  The  fact  is  that 
none  of  that  kind  of  favoritism  has  been  shown.  I  am  not  aware 
of  any  disclosure  problems.  I  do  not  know  that  there  would  be  any 
reason  for  us  not  to  disclose  trips,  except  I  have  never  been  to  the 
Philippines.  The  reason  might  be  that  they  are  asking  for  things 
that  have  never  taken  place. 

But  let  me  speak  very  clearly  and  directly  to  what  you  character- 
ize as  a  perception  problem.  I  would  suspect.  Senator  Grassley, 
that  80  percent  of  the  people  who  go  on  trade  missions  with  me  are 
Republicans.  Most  business  leaders  in  America  happen  to  be  Re- 
publicans. We  make  no  litmus  test  on  political  party  or  affiliation. 
We  do  not  ask  what  party  people  belong  to. 

The  Wall  Street  Journal,  which  has  not  exactly  been  a  friend  of 
the  administration,  assessed  this  matter.  They  did  some  investiga- 
tive reporting  on  it.  They  found  it  to  be  totally  without  foundation. 
I  have  read  some  of  the  reports,  as  well,  and  let  me  tell  you  some 
of  the  things  they  say. 

They  will  say,  28  CEOs  went  with  Secretary  Brown.  Eight  of 
them  were  contributors  to  the  Democratic  Party  or  Democratic  can- 
didates. What  they  do  not  tell  you  is  that  all  eight  also  contributed 
to  the  Republican  Party  and  Republican  candidates,  as  most  major 
business  interests  in  America  do.  They  contribute  to  both  parties. 
That  is  common  knowledge. 

So  I  absolutely.  Senator,  and  I  am  concerned  about  the  percep- 
tion, the  fact  that  you  would  raise  it  at  this  hearing.  I  can  tell  you 
that  it  has  absolutely  no  basis  in  fact. 

Senator  Grassley.  I  hope  you  are  not  concerned  that  I  would 
raise  it  as  a  legitimate  issue.  If  you  do,  then  you  and  I  really  do 
have  differences. 

Secretary  Brown.  I  just  said,  I  am  concerned  because  of  the  per- 
ception that  you  would  be  caused  to  raise  it.  I  certainly  respect 
your  right  to  raise  it,  or  any  other  question  you  would  like  to  raise 
with  me. 

Senator  GRASSLEY.  I  would  just  close  on  a  memo  I  have  here 
that,  I  think,  lends  credence  to  what  I  want  to  say.  It  is  a  memo 
that  is  prepared  by  the  Intergy  Corporation  of  Arkansas,  and  this 
document  was  provided,  again,  by  the  same  organization,  the  Judi- 
cial Watch  FOIA  request.  In  the  memo,  Intergy  reports  on  a  meet- 
ing with  Jude  Kearney,  who  is  a  top  Commerce  official. 

According  to  the  memo,  Mr.  Kearney  told  the  Intergy  people  the 
following,  "Met  with  Jude  Kearney  regarding  Secretary  Brown's 
upcoming  trip  to  China.  Indicated  competitive  nature  of  being  se- 
lected to  ride  on  a  plane  with  the  Secretary.  Also  indicated  that 
politics  of  the  situation  were  important  and  he,  as  a  political  ap- 
pointee, would  push  those  that  were  politically  connected."  That  is 
pretty  clear  admission  to  me  of  the  political 
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Senator  Pryor.  Excuse  me.  Whose  wrote  the  memo,  if  I  might 
ask,  Senator  Grassley? 

Senator  Grassley.  I  will  glad  to  bring  it  to  you  and  show  you. 

Senator  Pryor.  Is  it  someone  with  Energy? 

Senator  Grassley.  Yes. 

Senator  Pryor.  The  initials? 

Senator  Grassley.  They  are  JOB. 

Secretary  Brown.  If  I  might  comment 

Senator  GRASSLEY.  I  am  done. 

Secretary  Brown.  But  I  still  believe  I  can  comment,  Senator. 

Senator  Grassley.  You  may.  You  may. 

Secretary  Brown.  You  read  a  document  into  the  record.  I  have 
read  the  same  reports  in  newspaper  articles.  That  is  a  third-hand 
report.  Jude  Kearney  has  categorically  denied  the  content  of  that 
memo,  which  has  also  been  reported  in  the  press.  I  do  not  think 
that  that  has  any  basis  in  fact. 

Senator  GRASSLEY.  I  yield  the  floor. 

Chairman  ROTH.  Senator  Levin? 

OPENING  STATEMENT  OF  SENATOR  LEVIN 

Senator  Levin.  Mr.  Chairman,  the  people  who  want  to  abolish 
the  Department  of  Commerce,  it  seems  to  me,  have  got  some  re- 
sponsibility to  show  us  where  the  pieces  of  the  Department  of  Com- 
merce that  they  also  want  to  abolish  have  failed  this  country  and 
its  businesses. 

I  have  gone  around  my  State  purposefully,  meeting  with  business 
groups  and  individual  businesses  over  the  last  couple  of  months. 
One  of  the  very  specific  purposes  of  my  travels  has  been  to  ask 
them  about  the  Department  of  Commerce.  I  have  received,  I  think, 
the  best  reports  that  I  have  ever  heard  from  business  about  a  Gov- 
ernment agency,  number  1,  and  number  2,  about  the  Department 
of  Commerce  itself  over  all  the  years  that  I  have  been  in  Washing- 
ton. 

I  want  to  give  one  example.  I  have  talked  to  small  businesses 
about  the  export  assistance  services  of  the  Department  of  Com- 
merce. There  are  73  offices  around  the  country.  They  are  Commer- 
cial Service  offices,  as  they  are  called.  What  these  offices  do  is  tell 
small  and  medium-sized  businesses,  if  you  are  trying  to  export,  you 
can  come  in  to  us.  We  will  give  you  current  assessments  of  export 
possibilities  for  your  products  in  other  countries.  We  will  help  you 
find  people  who  may,  in  those  countries,  help  you  sell.  We  will  set 
up  appointments  for  you  if  you  are  able  to  travel  to  those  countries. 
We  will  provide  a  translator  for  you  if  you  get  to  those  countries. 
We  will  assist  you  to  export. 

We  have  been  told  by  small  business  after  small  business  who 
use  Department  of  Commerce  export  assistance  offices  that  there 
is  no  way  that  they  could  possibly  afford  the  cost  of  a  private  con- 
sultant to  perform  those  same  services,  and  in  order  for  those  serv- 
ices to  be  anywhere  nearly  as  productive,  you  would  have  to  dupli- 
cate the  diplomatic  service  of  the  United  States,  because  the  com- 
mercial offices  here  are  connected  to  our  diplomatic  offices  abroad, 
our  embassies  and  consulates  which  have  commercial  offices. 

I  have  heard  about  privatizing  but  I  do  not  think  anyone  is  sug- 
gesting we  privatize  the  diplomatic  service.  We  have  embassies.  We 
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have  consulates.  They  have  commercial  offices.  Our  commercial  of- 
fices domestically  are  the  face  of  those  commercial  offices  in  all  of 
our  embassies  and  consulates  abroad.  They  are  the  domestic  link 
to  our  small  businesses. 

I  know  the  Secretary  has  indicated  he  has  a  couple  thousand  let- 
ters from  businesses.  We  have  received  an  awful  lot,  but  let  me  just 
quote  from  a  few.  First,  from  the  Detroit  Chamber  of  Commerce, 
"The  elimination  of  the  ITA" — the  International  Trade  Administra- 
tion, the  commercial  service  portion  of  it,  which  is  being  proposed 
by  those  who  would  eliminate  the  Department  of  Commerce — 
"would  significantly  diminish  many  companies'  access  to  inter- 
national markets  which  are  critical  for  our  region's  continued  eco- 
nomic growth  and  employment  development."  That  is  the  Greater 
Detroit  Chamber  of  Commerce. 

A  portion  from  a  letter  from  Electro-Wire  Products,  a  company 
that  is  in  Dearborn,  Michigan.  "These  opponents  to  the  Department 
of  Commerce  must  have  their  heads  in  the  sand  or  are  simply 
choosing  to  ignore  what  other  governments,  specifically  Japan,  do 
to  support  private  enterprise." 

Cheesebrough  Wood  Rakes  and  Specialties,  this  is  in  Freeport, 
Michigan,  "I  would  certainly  be  unhappy  to  see  [S.  929]  pass.  In 
developing  our  markets  overseas,  Tom  McGuire  and  his  office,"  and 
that  is  the  trade  and  export  assistance  office,  "have  been  our  right 
hand.  True,  it  does  benefit  us  as  a  private  business,  but  I  believe 
that  benefit  is  for  our  entire  country,  as  most  small  businesses  in 
the  United  States  hire  U.S.  citizens  as  they  grow.  We  small  indus- 
tries would  not  be  able  to  develop  in  this  market  on  our  own,  and 
it  is  an  important  part  of  our  future  as  the  world  opens  up." 

Another  portion  of  a  letter  from  a  Michigan  company,  this  is  JWI 
in  Holland,  Michigan.  They  say  that,  "A  company  our  size  simply 
cannot  hire  'experts'  (consultants  or  direct  staff)  to  perform  the 
myriad  of  things  necessary  to  establish  a  presence  in  foreign  mar- 
kets and  actively  pursue  business  opportunities." 

Mr.  Chairman,  I  have,  as  I  said,  been  around  my  State  talking 
to  businesses.  These  are  typical  of  what  businesses  are  telling  me 
about  just  that  one  portion  of  the  Department  of  Commerce. 

Before  folks  would  dismantle  that  kind  of  a  service  to  American 
small  and  medium-sized  businesses,  and  I  say  that  because  bigger 
businesses  are  able  to  hire  those  consultants  to  connect  with  over- 
seas commercial  opportunities,  even  though  a  lot  of  large  busi- 
nesses, big  businesses  use  our  commercial  services.  Nonetheless, 
they  perhaps,  at  least,  would  have  a  shot  at  doing  something  on 
their  own. 

But  our  small  and  medium-sized  businesses  that  take  such  tre- 
mendous advantage  of  this  export  promotion  service,  it  seems  to 
me,  would  be  really  left  out  in  the  cold  and  we  would  lose  an  awful 
lot  of  American  jobs  if  we  dismantle  this  Department  and  these 
Commercial  Service  export  assistance  offices.  It  costs  a  total  of  $27 
million  to  operate  73  Commercial  Service  export  offices  across  the 
United  States. 

There  have  been  some  estimates  as  to  what  those  73  offices 
produce,  and  I  would  think  that  since  we  spent  a  lot  of  time  in  the 
last  few  weeks  around  here  talking  about  cost-benefit  analyses, 
that  before  the  people  who  want  to  dismantle  this  service  that  is 
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so  critical  to  exports  and  jobs  would  have  some  obligation  to  tell 
us  what  we  would  gain  or  lose  by  the  dismantlement  of  that  serv- 
ice. 

I  have  heard  various  figures  in  terms  of  what  they  produce,  but 
I  would  like  to  ask  the  Secretary  whether  or  not  he  has  an  esti- 
mate as  to  what  those  offices  produce  and  whether  or  not  he  has 
seen  on  the  part  of  people  who  want  to  dismantle  the  office  any  ef- 
fort to  have  a  cost-benefit  analysis  which  would  prove  their  point 
that  we  would  gain  money,  presumably,  since  that  must  be  their 
point,  if  we  would  dismantle  offices  such  as  the  Commercial  Service 
export  offices. 

Secretary  Brown.  I  have  not  seen  any  effort  whatsoever  to  do 
that,  Senator  Levin.  I  would  suggest  that  there  would  be  a  tremen- 
dous cost  to  the  United  States  economy. 

Let  me  give  you  some  sense  of  the  way  the  International  Trade 
Administration  leverages  its  resources.  The  budget  of  the  Inter- 
national Trade  Administration  is  about  $260  million  a  year,  a  very 
small  part  of  what  most  of  our  international  competitors  are  spend- 
ing to  promote  commerce  in  their  own  countries.  With  that  budget, 
in  the  last  18  months,  we  have  produced  about  $50  billion  worth 
of  sales  for  American  companies.  About  $25  billion  of  that  is  direct 
domestic  content,  in  other  words,  creating  or  supporting  about 
300,000  American  jobs. 

If  there  is  any  doubt  about  it,  I  would  encourage  members  of  the 
Senate  to  talk  to  the  companies  that  are  involved  about  the  role 
that  we  have  played  in  those  transactions. 

If  I  might  just  give  one  example,  which  I  think  is  a  very  telling 
example,  the  biggest  contractual  opportunity  Brazil  in  many  years 
was  the  Amazon  Surveillance  Project,  which  has  commercial  and 
ecological  value.  There  was  tremendous  competition.  The  French 
were  our  biggest  competitors.  Everyone  assumed  that  the  French 
had  the  deal. 

We  got  into  the  act.  We  worked  with  the  senior  officials  of  the 
Raytheon  Corporation  and  many  of  their  subcontractors.  We 
worked  so  hard  in  helping  to  assure  that  we  turned  that  around, 
when  the  decision  was  made  by  the  government  of  Brazil  to  award 
the  contract  to  Ra3^theon,  the  senior-most  officials  in  the  govern- 
ment called  the  Secretary  of  Commerce  of  the  United  States  to  tell 
me  that  Raytheon  had  won  the  contract,  and  I  informed  Dennis 
Piccard,  the  CEO  of  Rajrtheon. 

This  is  public-private  partnership.  We  never  step  across  the  line. 
In  other  words,  we  only  do  as  much  as  the  American  corporation 
or  business  wants  us  to  do.  But  when  they  ask  us  to  step  in 
proactively  and  help  them  win  against  a  foreign  competitor  to  cre- 
ate jobs  in  America,  we  do  it  and  we  do  it  well  and  we  do  it  effec- 
tively and  it  achieves  results. 

Senator  LEVIN.  I  see  my  time  is  up.  Thank  you,  Mr.  Secretary. 

Mr.  Chairman,  I  would  ask  that  my  lengthy  opening  statement 
be  made  part  of  the  record. 

[The  prepared  statement  of  Senator  Levin  follows:] 

PREPARED  STATEMENT  OF  SENATOR  LEVIN 

It's  been  said  that  the  best  welfare  program  in  the  world  is  a  good  job.  The  bill 
before  us  today,  S.  929,  would  threaten  manufacturing  jobs  and  the  small  and  mid- 
sized companies  that  are  the  lifeblood  of  our  country. 
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The  issue  is  styled  as  an  attack  on  corporate  welfare,  but  the  bulk  of  the  pro- 
grams targeted  are  not  handouts.  They're  cost-effective  trade  and  technology  pro- 
grams that  help  some  of  the  hardest  working  companies  in  this  country  provide 
high-wage  jobs  for  American  families  by  helping  them  export  their  products  and 
modernize  their  plants. 

If  sustaining  good  jobs  at  low  cost  is  corporate  welfare,  I'm  ready  to  stand  up  and 
be  counted.  In  my  book,  that's  called  being  pro-growth,  pro-jobs  and  pro-business. 

I'm  also  worried  that  S.  929  has  public  safety  implications  that  haven't  been 
thought  through — from  threatening  the  accuracy  of  weather  forecasts  to 
hamstringing  a  whole  range  of  government-sanctioned  standards  important  to 
health,  the  environment,  transportation  and  more. 

Two  examples  from  my  State  of  Michigan  show  what's  at  stake. 

First  is  a  letter,  which  I  submit  for  the  record,  from  a  90-person  Michigan  com- 
pany called  Ampro  Industries  that  produces  lawn  care  products  and  kitty  litter. 
Here's  what  Ampro  says  about  a  key  Commerce  program  this  bill  would  eliminate, 
the  local  Commercial  Service  offices  across  the  country  that  provide  on-the-ground 
export  assistance  to-small  and  mid-sized  businesses.  Ampro  says  the  following: 

"We  received  an  order  for  our  products  from  K-Mart  of  Canada  about  5  years 
ago.  .  .  .  [W]e  were  able  to  register  with  the  Canadian  Authorities  and  their 
Agriculture  Department.  Our  main  problem  .  .  .  was  crossing  the  border  with 
the  shipment.  We  started  with  our  local  Department  of  Agriculture  office  and 
got  nowhere." 

After  listing  a  number  of  calls,  the  letter  goes  on: 

"[0]f  all  the  calls  I  made  that  morning  and  afternoon  and  all  the  messages 
I  left  (giving  out  our  toll  free  number)  looking  for  any  information,  the  ONLY 
person  to  return  my  call  was  Mr.  Bob  Janning  of  the  [International  Trade  Ad- 
ministration] from  Detroit.  Bob  knew  exactly  what  I  needed  to  do  and  imme- 
diately forwarded  information  on  where  to  obtain  forms,  how  to  fill  out  the 
forms  and  the  duty  of  customs  brokers.  Since  then,  Canada  has  become  our 
sixth  largest  customer!" 

Is  it  corporate  welfare  for  the  Commerce  Department  to  advise  a  small  business 
on  how  to  comply  with  Canadian  laws  so  it  can  ship  its  products  to  a  Canadian  K- 
Mart?  Commerce  didn't  give  that  company  a  handout — it  provided  common-sense 
support  for  a  company  working  its  guts  out  to  build  exports,  profits  and  American 
jobs. 

Michigan  is  the  third  largest  exporting  State  in  the  country  behind  California  and 
Texas.  In  1994,  more  than  4,000  Michigan  companies  sold  their  products  abroad, 
generating  $35  billion  in  export  sales  and  supporting  493,700  jobs,  according  to 
Commerce  Department  data.  The  vast  majority  of  Michigan  exports  involved  manu- 
factured goods. 

I  have  a  stack  of  letters  from  Michigan  companies  and  local  Chambers  of  Com- 
merce supporting  the  Commerce  Department's  export  assistance  offices.  I've  met 
with  many  of  these  companies  personally  and  heard  them  explain  why  this  export 
support  is  so  important.  They've  told  me  how  the  Commercial  Service  offices  provide 
up-to-date  information  about  import  restrictions,  foreign  markets  and  trade  policy. 
For  a  fee,  the  offices  provide  reports  on  particular  industries,  companies  or  products. 

The  Commercial  Service  offices  are  linked  directly  with  their  foreign  counterparts 
as  well  as  trade  specialists  in  our  embassies  and  consulates  who  can  research  trade 
issues  and  provide  introductions  to  people  interested  in  doing  business  with  Amer- 
ican companies.  The  trade  specialists  stationed  abroad  work  effectively  with  the 
U.S.  Commercial  Service  offices,  but  they  could  easily  become  overwhelmed  if  del- 
uged with  requests  from  thousands  of  individual  companies  seeking  export  assist- 
ance. Privatizing  this  function  just  wouldn't  work. 

Michigan  has  two  Commercial  Service  export  offices,  with  a  total  staff  of  12  em- 
ployees. These  12  employees  have  helped  over  2,000  Michigan  businesses  break  into 
foreign  markets. 

The  entire  network  of  73  U.S.  Commercial  Service  offices  costs  $27  million  to  op- 
erate, while  supporting  $25  billion  in  1994  exports  alone.  The  International  Trade 
Administration  has  calculated  that  for  every  dollar  spent  on  export  programs,  $10 
is  returned  to  the  U.S.  Treasury  through  tax  revenues  generated  by  the  exports. 
This  program's  benefits  surely  justify  its  costs,  yet  S.  929  slates  it  for  termination. 

A  second  example  of  the  harmful  impact  this  bill  would  have  on  jobs  comes  from 
the  Michigan  Boating  Industries  Association.  Recreational  boaters  generate  about 
$3  billion  annually  in  our  region,  with  1  million  boats  on  the  Great  Lakes  and  more 
than  750  marinas  in  Michigan' alone.  These  boaters  not  only  buy  boats,  but  vacation 
on  the  Great  Lakes,  and  help  support  a  $4  billion  fishing  industry.  Let  me  run 
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through  some  of  the  ways  the  recreational  boat  industry  would  be  hammered  by  S. 
929. 

The  bill  would  terminate  the  marine  weather  forecasts  boaters  use  daily.  It  would 
hamstring  nautical  mapping,  a  Commerce  program  that  produces  navigational 
charts  critical  to  boating  safety.  The  bill  would  decimate  fisheries  management  and 
research  in  areas  like  maintaining  fish  stocks  and  fighting  zebra  mussels.  The  bill 
would  terminate  the  U.S.  Travel  and  Tourism  Administration  that,  for  a  total  of  $17 
million  per  year,  supports  a  multi-billion  dollar  industry,  including  $30  billion  in 
Great  Lakes  tourism  and  $7.5  billion  in  Michigan  alone.  The  bill  would  end  export 
assistance  to  companies  trying  to  sell  their  boats  abroad,  and  halt  Commerce's  work 
to  get  Europe  to  accept  U.S.  accreditation  of  American-made  boats  as  meeting  Euro- 
pean standards.  The  bill  would  decimate  the  programs  producing  standard  reference 
materials  boat  manufacturers  use  to  make  their  products. 

The  350-member  Michigan  Boating  Industries  Association,  as  well  as  the  1600- 
member  National  Marine  Manufacturers  Association,  oppose  S.  929  as  they  explain 
in  materials  I  am  submitting  for  the  record.  Dismantling  Commerce  under  S.  929 
would  slash  cost-effective  assistance  critical  to  this  industry  and  many  others. 

S.  929  takes  the  extreme  action  it  does  in  the  name  of  saving  money,  but  the 
Commerce  Department  already  has  the  smallest  budget  of  any  Cabinet  agency.  In 
fact,  the  bulk  of  savings  promised  in  this  bill  are  already  being  achieved  in  fiscal 
year  1996  funding  bills,  without  dismantling  the  department.  That's  possible,  be- 
cause this  bill  simply  transfers  many  Commerce  programs  to  new  addresses  in  the 
federal  bureaucracy. 

This  paper  shuffling  doesn't  save  money — in  fact,  moving  agencies  around  costs 
tax  dollars.  Worse,  many  of  the  transfers  proposed  in  S.  929  don't  make  sense. 

Take  the  Commerce  agency  that  enforces  our  unfair  trade  laws.  That  agency,  the 
Import  Administration,  would  not  be  terminated,  but  sent  packing  to  the  U.S.  Trade 
Representative's  office,  with  a  25  percent  funding  cut.  Not  only  is  the  Trade  Rep- 
resentative on  record  against  this  transfer  but,  with  25  percent  less  money,  enforce- 
ment would  be  crippled.  Three  years  ago,  the  Oversight  Subcommittee  in  this  Com- 
mittee issued  a  report  criticizing  weak  enforcement  of  the  Antidumping  and  Coun- 
tervailing Duty  Program  that  imposes  duties  on  unfairly  priced  imports  sold  in  U.S. 
markets.  The  report  documented  a  20-year  backlog  in  assessing  final  duties  owed 
on  some  imports,  a  10-year  backlog  in  resolving  disputes  with  companies  that  re- 
fused to  pay  their  bills,  and  a  5-year  backlog  in  resolving  disputes  over  which  goods 
were  covered  by  the  duties.  Commerce  responded  by  cleaning  up  those  backlogs,  in 
part  by  purchasing  a  much  needed  computer.  But  since  then,  with  new  enforcement 
responsibilities,  the  backlogs  are  back.  Add  a  25  percent  funding  cut  and  red  tape 
from  moving,  and  watch  weak  enforcement  further  hamstring  U.S.  companies  bat- 
tling unfair  foreign  imports. 

Another  example  raises  not  only  trade  but  public  safety  concerns.  The  National 
Institute  of  Standards  and  Technology,  NIST,  is  a  largely  unknown  but  essential 
Commerce  program.  Once  called  the  National  Bureau  of  Standards,  NIST  is  the  offi- 
cial U.S.  reference  point  for  standards  and  measurements.  Standards  and  measure- 
ments are  critical  to  all  sectors  of  commerce,  from  manufacturers  to  brokers  to  ex- 
porters. 

NIST  standards  help  ensure,  for  example,  that  precision-made  parts  fit  each 
other,  that  smoke  detectors  detect  smoke,  and  that  equipment  emitting  radiation  to 
treat  cancer  emits  the  right  amount  and  not  a  lethal  overdose  or  ineffective 
underdose.  NIST  techniques  help  measure  pollutants  emitted  into  our  air  and 
water.  Working  with  highway  materials  testing  labs,  NIST  helps  ensure  that  the 
concrete  used  in  our  roads  and  bridges  doesn't  buckle.  Working  with  over  100  inter- 
national standards-setting  committees,  NIST  lowers  trade  barriers  by  negotiating 
agreements  on  the  technical  standards  that  American  exports  have  to  meet.  NIST 
laboratories  provide  the  measurement  techniques,  standards,  international  coordina- 
tion and  related  services  that  together  provide  the  technological  infrastructure  criti- 
cal to  industry  and  public  safety. 

S.  929  would  devastate  this  technical  infrastructure  by  putting  the  NIST  labora- 
tories up  for  sale,  transferring  their  functions  to  the  National  Science  Foundation, 
and  cutting  remaining  funds  by  25  percent. 

The  National  Science  Foundation  opposes  this  transfer.  In  a  letter,  which  I  submit 
for  the  record,  it  says:  "The  proposed  transfer  of  the  NIST  weights  and  measures 
functions  to  NSF  is  fundamentally  inconsistent  with  [NSF's]  mission  and  could  sig- 
nificantly dilute  the  Foundation's  vital  support  for  basic  research  and  science  edu- 
cation." NSF  has  no  labs  to  develop  measurement  standards,  no  expertise  in  inter- 
national standard-setting  negotiations,  and  no  interest  in  promoting  commerce. 

The  notion  that  private  sector  companies  would  buy  the  NIST  labs  and  provide 
the  same  measurement  services  is  also  off-the-mark.  Private  companies  would  not 
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have  the  credibiHty  or  impartiahty  of  NIST  labs.  They  would  not  have  the  inter- 
national clout  to  negotiate  with  foreign  governments  over  export  requirements  and 
international  standards.  They  would  not  sell  standard  reference  materials  at  cost, 
as  NIST  does  today.  They  would  not  develop  standards  where  there  is  an  insuffi- 
cient commercial  market  or  long-term  research  requirements.  The  likely  result — 
fewer  standards,  higher  costs,  and  international  ineffectiveness — would  be  body 
blows  not  only  to  business,  but  to  public  safety. 

Terminating  local  export  assistance  offices,  weakening  unfair  trade  enforcement 
and  devastating  the  technical  infrastructure  that  industry  and  public  safety  require 
are  just  three  examples  of  the  havoc  this  bill  would  cause.  There's  more — termmat- 
ing  the  Economic  Development  Administration,  Manufacturing  Extension  Partner- 
ship, and  Advanced  Technology  Program;  requiring  the  Defense  Department  to  up- 
date nautical  charts;  transferring  the  Patent  and  Trade  Office  to  the  Justice  Depart- 
ment; putting  NOAA  laboratories  up  for  sale;  crippling  fishery  management  and  the 
National  Weather  Service — the  list  goes  on. 

Fortunately,  there  are  alternatives  being  presented  to  this  Committee  today  about 
where  we  should  end  up.  This  is  not  the  first  time  our  Committee  has  thought  about 
re-designing  Commerce,  and  many  of  us — myself  included — are  on  record  in  favor 
of  re-inventing  and  streamlining  the  department.  Many  of  us  are  on  record  in  favor 
of  consolidating  trade  functions  scattered  across  the  government.  What  this  Com- 
mittee hasn't  supported  in  the  past  is  chopping  up  Commerce's  trade  functions  into 
even  smaller  pieces,  eliminating  programs  that  work,  crippling  the  technical  infra- 
structure that  supports  commerce  and  public  safety,  and  taking  a  meat  axe  to  the 
Department  in  ways  that  may  not  even  result  in  savings. 


AMPRO  Industries  Inc., 
Bradley,  MI,  July  7,  1995. 
Senator  Carl  Levin 
Room  459  Russell  Building,  Washington,  DC 

RE:  Meeting  with  the  US&FCS  and  ITA 

Dear  Senator  Levin:  Thank  you  very  much  for  the  opportunity  to  attend  and 
discuss  the  future  of  the  U.S.  Foreign  Commercial  Service  and  the  International 
Trade  Administration  yesterday  afternoon  the  Greater  Detroit  Chamber  of  Com- 
merce. Your  time  and  questions  were  much  appreciated  by  me  and,  I  am  sure,  all 
those  who  attended. 

I  would  just  like  to  take  a  few  moments  of  your  time  to  put  our  experiences  with 
the  US&FCS  and  exporting  story  in  writing  for  your  file  and  potential  use  in  the 
upcoming  hearings.  Ampro  Industries  has  been  a  Michigan  based  company  for  near- 
ly 50  years.  Our  beginnings  were  in  the  agricultural  farmer  dealer  business  which 
developed  into  a  full  time  farm  seed  wholesale  operation.  With  the  decline  in  the 
farming  industry  in  Michigan,  we  expanded  into  the  turf  grass  and  landscape  sup- 
ply wholesale  industry.  About  8  years  ago,  the  principles  of  Ampro  developed  a  prod- 
uct line  called  "Lawn  Patch"  which  is  a  combination  of  grass  seed,  fertilizer  and 
ground  recycled  newspaper  which  was  targeted  at  the  homeowner  for  use  in  repair- 
ing bare  spots  in  their  lawn.  Since  then  we  have  added  numerous  sister  products 
and  currently  operate  out  of  a  64,000  square  foot  facility  in  Bradley,  MI.  Our  peak 
employment  will  approach  90  employees. 

Our  initial  venture  into  exporting  came  almost  by  accident.  We  received  an  order 
for  our  products  from  K-Mart  of  Canada  about  5  years  ago.  With  the  help  of  our 
trade  mark  attorney,  we  were  able  to  register  with  the  Canadian  Authorities  and 
their  Agriculture  Department.  Our  main  problem  at  this  point  was  crossing  the  bor- 
der with  the  shipment.  We  started  with  our  local  Department  of  Agriculture  office 
and  got  nowhere.  We  were  directed  to  the  Department  of  Agriculture  in  Washington, 
DC.  After  numerous  transfers  and  hang  ups,  we  were  referred  to  the  Department 
of  Commerce  in  Washington,  DC.  After  telling  my  story  to  who  ever  would  listen, 
(most  people  I  spoke  with  were  rude,  barely  spoke  English  and  could  have  cared 
less)  we  were  referred  to  our  local  Border  Patrol  and  Immigration  Inspections  in  De- 
troit. Once  again,  no  luck.  I  wish  I  could  remember  who,  along  the  way,  suggested 
I  call  the  International  Trade  Administration  in  Detroit.  This  person  was  doing 
their  job! 

Senator,  of  all  the  calls  I  made  that  morning  and  afternoon  and  all  the  messages 
I  left  (giving  out  our  toll  free  number)  looking  for  any  information,  the  ONLY  person 
to  return  my  call  was  Mr.  Bob  Janning  of  the  ITA  from  Detroit.  Bob  knew  exactly 
what  I  needed  to  do  and  immediately  forwarded  information  on  where  to  obtain 
forms,  how  to  fill  out  the  forms,  and  the  duty  of  customs  brokers.  Since  then,  Canada 
has  become  our  sixth  largest  customer!  Now  whenever  we  start  looking  at  a  new 
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country  to  add  to  our  exporting  list,  we  start  with  Dean  Peterson,  Martha  Butwin 
and  their  people  at  the  ITA.  Thanks  to  their  help,  seminars  and  expertise,  we  re- 
cently set  up  a  distributor  for  our  products  in  South  Africa  and  are  continuing  to 
have  discussions  with  numerous  Japanese  companies. 

I  would  also  like  to  follow  up  on  your  question/comment  about  "Corporate  Wel- 
fare". Senator,  the  small  businessmen  who  were  in  the  meeting  yesterday,  Mr.  Falk, 
Mr.  Kokmeyer,  Mr.  Stanley,  myself  and  all  the  others,  we  are  the  taxpayers  who 
fund  the  government.  We  are  the  people  who  employ  others  to  increase  the  United 
States  tax  base.  We  are  the  entrepreneurs  who,  by  employing  others,  are  creating 
wealth  for  everyone  in  this  country.  By  using  our  tax  dollars  for  a  worthwhile  entity 
like  the  ITA  we  can  continue  on  this  course.  Welfare  is  a  term  that  connotates  re- 
ceiving something  for  nothing.  With  the  ITA,  we  are  receiving  something  for  some- 
thing, information  and  help  for  our  tax  dollars.  This  is  not  welfare.  Senator,  this 
is  buying  a  service  We  send  our  money  to  Washington,  you,  in  turn,  provide  us  with 
a  worthwhile  service,  The  US&FCS  and  the  ITA.  Please  remember  Senator,  it  is  not 
Washington's  money,  it  is  not  the  United  States  Government's  money,  it  is  not  your 
money,  it  is  our  money,  the  taxpayer. 

Thank  you  once  again  for  your  time  and  ear  yesterday.  We  appreciate  the  fact 
that  you  would  listen  to  us  talk  about  a  division  of  a  government  agency  that  IS 
working  and  DOES  make  a  difference. 
Sincerely, 

D.  R.  "Denny"  Zelek, 
Vice  President  of  Marketing  and  Exporting. 

DRZ/mtf 


Michigan  Boating  Industries  Association, 

Northville,  MI,  July  21,  1995. 
Hon.  Carl  Levin, 
U.S.  Senate,  Washington,  DC. 

Dear  Senator  Levin:  I  am  writing  today  on  behalf  of  350  member  firms  of  the 
Michigan  Boating  Industries  Association  who  produce  and  sell  boats  and  marine 
equipment  as  well  as  provide  services  to  recreational  boaters  throughout  Michigan. 

As  an  industry  that  is  primarily  made  up  of  small,  entrepreneurial  family  oper- 
ated businesses,  we  are  acutely  aware  of  the  importance  of  downsizing  government, 
reducing  government  bureaucracy,  and  consolidating  services.  We  do,  however,  have 
grave  concerns  regarding  pending  legislation  which  will,  in  our  opinion,  have  a  neg- 
ative impact  on  boating,  fishing,  and  tourism  in  Michigan.  I  am  referring  to  Senate 
Bill  929. 

Recreational  boating  will  be  affected  in  four  basic  ways:  research,  boater  safety, 
fisheries,  and  manufacturing.  The  Sea  Grant  Program  provides  research  data  which 
helps  manage,  protect  and  conserve  our  natural  resources  as  well  as  understand  our 
marine  environment.  From  a  safety  standpoint,  the  Department  of  Commerce 
through  NOAA  produces  navigational  charts  which  are  extremely  important  to  the 
safe  operation  of  thousands  of  boaters  in  Michigan.  Without  accurate  and  timely 
navigational  charts,  there  is  the  likelihood  that  there  will  be  increased  vessel  (prop- 
erty) damage,  increased  accidents  and  a  chance  for  more  personal  injury  ancf  loss 
of  life.  Also,  marine  weather  forecast  (part  of  NOAA)  are  an  important  ingredient 
to  safe  boating.  Over  50  percent  of  the  recreational  boating  activity  in  Michigan  re- 
lates to  sport  fishing.  It  is  imperative  that  our  fisheries  be  managed  efficiently  and 
affectively  to  not  only  sustain  but  to  improve  our  fisheries  for  future  generations. 
The  Department  of  Commerce  has  assist  manufacturers  in  the  export  market.  We, 
in  the  boating  industry,  are  proud  of  the  fact  that  our  industry  has  an  excellent 
record  of  exporting  American  marine  products  overseas;  this  is  important  in  terms 
of  employment. 

Overall,  recreational  boating  in  Michigan  is  an  important  aspect  of  tourism.  It  is 
high  time  that  the  "Tourism  Industry"  be  recognized  as  one  of  the  most  important 
segments  of  the  American  economy. 

We  want  you  to  know  the  various  ways  the  Department  helps  the  recreational 
boating  industry  and  consumers.  We  hope  that  the  Senate  as  well  as  the  House  of 
Representatives  will  look  long  and  hard  at  the  issues  we  have  discussed. 

Thank  you  for  the  opportunity  to  express  our  views. 
Sincerely, 

Van  W.  Snider,  Jr.,  CAE, 

President. 
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National  Marine  Manufacturers  Association, 

Washington,  DC,  July  21,  1995. 
Memo  To:     Elise  Bean 

Senator  Carl  Levin 

Subcommittee  on  Oversight  of  Government  Management 
and  the  District  of  Columbia 

From:  Mick  Blackistone,  Vice  President,  Government  Relations 

RE:  U.S.  Department  of  Commerce 

Per  your  conversations  with  Jacque  Johnson,  our  Director  of  Federal  Government 
Relations,  regarding  upcoming  hearings  on  the  Department  of  Commerce,  I  offer  the 
following: 

On  June  13,  I  sent  a  letter  to  Congressman  Jim  Saxton,  Chairman,  Fisheries, 
Wildlife  and  Oceans  Subcommittee  regarding  the  Chrysler  bill  which  proposes  to 
eliminate  the  Department  of  Commerce  and  transfer  the  National  Marine  Fisheries 
Service  to  the  Department  of  the  Interior.  Our  reasons  for  opposition  to  this  legisla- 
tion are  explained  in  the  letter  and  I  have  enclosed  a  copy  for  your  information  and 
use. 

With  regard  to  the  potential  elimination  of  the  Department's  National  Institute 
of  Standards  and  Technology  (NIST)  let  me  say  that  NMMA,  and  our  1,600  manu- 
facturing members  are  quite  concerned  and  unhappy  with  this  prospect.  We  have 
been  working  with  the  NIST  and  have  applied  to  be  accredited  to  certify  rec- 
reational boats  to  the  corresponding  European  Union  Directive  on  recreational 
boats.  This  is  extremely  important  to  our  industry  because,  once  accredited  by  NIST 
under  our  National  Voluntary  Conformity  Assessment  Systems  Evaluation  program, 
the  NMMA  would  be  able  to  test  and  certify  U.S.  manufactured  boats  to  European 
requirements  for  entry  into  those  markets  without  having  additional  testing  or  cer- 
tification done  overseas.  This  would  mean  considerable  cost  and  time  savings  for 
U.S.  boat  manufacturers  .  .  .  and  falls  in  line  with  our  desire  to  export  more  prod- 
uct. It  is  our  understanding  that  NMMA  may  be  the  first  to  be  accepted  under  this 
program  so  it  is  an  important  precedent  for  U.S.  business. 

Also,  let  me  say  that  we  have  worked  and  continue  to  work  with  Commerce  staff 
on  opening  up  Central  and  South  American  markets  for  our  products.  Most  recently, 
we  have  been  deeply  involved  in  NAFTA  (Mexico),  Chile  and  Brazil.  Important  mar- 
kets for  us  but  we  are  not  out  of  the  woods  yet  and  there  is  much  to  be  done. 

Finally,  Commerce  is  assisting  U.S.  engine  manufacturers  with  discussions  to 
ease  potentially  difficult  engine  emission  requirements  .  .  .  when  they  may  con- 
tradict or  require  greater  compliance  than  what  we  are  in  the  final  stages  of  work- 
ing out  with  the  U.S.  EPA.  We  have  spent  over  3  years  and  millions  of  dollars  work- 
ing on  this  technology  to  meet  U.S.  EPA  standards  and  to  have  different  European 
emission  standards  could  be  a  major  problem. 

Should  you  or  Senator  Levin  require  more  information  before  Wednesday  please 
don't  hesitate  to  call  me. 

Thank  you  for  your  help. 

cc:  NMMA  Government  Relations  Committee 
Michigan  Boating  Industries  Association 
Lew  Haeck,  Attwood  Corporation 
Jeff  Napier,  President,  NMMA 
Jacque  Johnson,  NMMA 
Lars  Granholm,  NMMA 


National  Marine  Manufacturers  Association, 

Washington,  DC,  June  13,  1995. 
Hon.  Jim  Saxton, 

Chairman,  Fisheries,  Wildlife  and  Oceans  Subcommittee 
U.S.  House  of  Representatives,  Washington,  DC. 

Dear  Mr.  Chairnian:  A  second  thank  you  for  participating  at  our  Legislative  Con- 
ference last  month,  and  for  your  interest  in  working  with  the  recreational  boating 
industry  on  fishing  issues. 

In  this  regard,  we  are  vitally  concerned  about  the  Chrysler  bill  which  proposes 
to  eliminate  the  Department  of  Commerce  and  transfer  the  National  Marine  Fish- 
eries Service  to  the  Department  of  Interior.  As  you  know,  NMMA's  members  manu- 
facture over  80  percent  of  the  recreational  boats,  engines  and  related  products  sold 
in  the  U.S.  Many  of  these  .products  are  used  by  sportfishing  enthusiasts  and  the 
functions  of  NOAA  and  it's  NMFS  are  considered  critical  to  the  conservation  and 
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preservation  of  our  fishery  resources.  In  fact,  it  is  our  feeling  that  no  other  agency 
has  expressed  responsibihty  of  stewardship  of  marine  resources  to  the  degree  that 
NOAA  has  and  to  ehminate  that  administration  from  the  Commerce  umbrella  would 
not  be  in  the  best  interest  of  the  resource  or  business. 

While  we  may  not  always  agree  with  the  NMFS  on  their  approach  to  fisheries 
management,  we  would  be  remiss  in  not  expressing  our  support  of  NOAA  and  the 
NMFS  and  the  fact  that  they  should  remain  intact,  and  in  the  Commerce  Depart- 
ment. It  is  our  sincere  hope  that  you  and  members  of  the  Subcommittee  will  concur. 

NMMA  and  our  industry  colleagues  are  working  on  several  major  issues  impact- 
ing on  recreational  boating.  These  issues,  all  in  the  Commerce  Department,  range 
from  fisheries  concerns  to  exports  of  products  to  South  America  and  overseas  and 
a  relief  from  restrictive  trade  barriers.  Secretary  Brown  has  said  that  when  govern- 
ment makes  environmental  or  business  decisions,  industry  should  be  involved  in 
that  decision  making  process.  We  couldn't  agree  more. 

Please  support  the  existing  structure  of  the  Department  of  Commerce  so  that  we 
can  look  with  optimism  to  the  future  while  working  in  partnership  with  NOAA  and 
the  NMFS  to  build  sustainable  fisheries,  recover  protected  species  and  see  rec- 
reational and  commercial  fishing  prosper. 

Thank  you,  in  advance,  for  your  assistance. 
Sincerely, 

Mick  Blackistone,  Vice  President, 

Government  Relations. 

cc:  Jeff  Napier,  President 
Bob  Healey,  Viking  Yachts 
Dick  Weber,  South  Jersey  Yacht  Sales 
NMMA  Government  Relations  Committee 
James  Baker,  Administrator  NOAA 


Sea  Ray  Boats,  Inc., 
Vonore,  TN,  Feb.  23,  1995. 
Senator  Fred  Thompson 
523  Dirksen  Senate  Office  Building,  Washington,  DC. 

Dear  Senator  Thompson:  It  has  come  to  my  attention  that  Congress  will  be  con- 
sidering continued  federal  support  for  the  Manufacturing  Extension  Partnership 
program  in  the  weeks  ahead. 

Sea  Ray  Boats,  Inc.  is  a  world  class  builder  of  sport  boats  and  cruisers.  Of  our 
eight  manufacturing  facilities,  my  direct  responsibility  lies  with  our  Tellico  Lake 
plant  located  in  Monroe  County,  Tennessee  which  employs  over  400  people  from  five 
surrounding  counties. 

In  the  past  we  have  had  the  opportunity  to  work  with  The  University  of  Ten- 
nessee Center  for  Industrial  Services,  which  is  part  of  the  NIST  Manufacturing  Ex- 
tension Partnership.  With  their  help,  we  have  identified  critical  steps  needed  to  im- 
prove our  business  in  order  to  effectively  and  dramatically  obtain  our  goal  of  cus- 
tomer satisfaction.  The  assistance  we  got  from  The  Center  for  Industrial  Services 
helped  make  these  results  possible.  We  are  more  aware  of  the  actions  we  can  take 
to  stay  competitive. 

In  closing,  I  thought  you  should  know  how  a  federal  program  has  helped  this  com- 
pany and  I  hope  that  you  will  stand  behind  the  continued  federal  support  for  the 
Manufacturing  Extension  Partnership  program. 
Sincerely, 

Gary  Parisi, 
VP  /  General  Manager. 


National  Science  Foundation, 

Arlington,  VA.,  July  20,  1995. 
Hon.  Carl  Levin 
Committee  on  Governmental  Affairs,  U.S.  Senate,  Washington,  DC. 

Dear  Senator  Levin:  Thank  you  for  allowing  me  the  opportunity  to  comment  on 
S.  929,  the  Department  of  Commerce  Dismantling  Act,  and  its  impact  on  the  Na- 
tional Science  Foundation.  As  I  understand  S.  929,  the  weights  and  measures  re- 
sponsibilities of  the  National  Institute  of  Standards  and  Technology  would  be  trans- 
ferred to  the  National  Science  Foundation,  but  without  the  existing  NIST  labora- 
tories that  perform  these  vital  measurement  functions. 
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NSF's  mission  since  its  founding  in  1950  has  been  to  support  the  progress  of 
science,  mathematics  and  engineering  across  all  scientific  disciplines.  We  are  the 
only  federal  agency  with  such  a  broad  and  important  mission.  NSF  carries  out  this 
mission  by  funding  ideas  based  on  scientific  merit  that  come  primarily  from  univer- 
sity-based individual  investigators.  The  proposed  transfer  of  the  NIST  weights  and 
measures  functions  to  NSF  is  fundamentally  inconsistent  with  this  mission  and 
could  significantly  dilute  the  Foundation's  vital  support  for  basic  research  and 
science  education. 

For  NSF  to  develop  and  manage  uniform  measurement  standards  would  signifi- 
cantly alter  NSF's  role,  operation  and  culture.  NSF  has  historically  concentrated  on 
enabling  the  process  of  scientific  discoveries  at  our  nation's  academic  institutions. 
NIST — as  an  integral  component  of  the  Department  of  Commerce — is  closely  aligned 
with  industry  and  is  uniquely  suited  for  the  role  of  meeting  the  technical  measure- 
ment needs  of  the  private  sector. 

I  am  concerned  that  S.  929  would  likely  require  NSF  to  utilize  scarce  resources 
on  developing  and  disseminating  measurement  standards  while  administering  or 
overseeing  the  unique  research  facilities  necessary  for  performing  this  mission,  re- 
gardless of  whether  these  facilities  are  run  by  contractors.  NSF  does  not  have  exper- 
tise in  this  area,  nor  does  it  have  the  administrative  workforce  necessary  to  perform 
these  responsibilities. 

Providing  measurement  infrastructure  requires  an  impartial  third  party,  which  is 
an  argument  for  a  continued  federal  role  in  this  area.  While  S.  929  calls  for  NIST's 
in-house  laboratories  to  be  "privatized"  or  sold,  many  of  these  labs  are  unique,  one- 
of-a-kind  facilities  that  would  be  needed  to  continue  the  mission  of  providing  tech- 
nical infrastructure.  It  is  likely  that  these  laboratories  would  require  significant  lev- 
els of  support  from  the  Federal  Government. 

Requiring  NSF  to  administer  measurement  standards  would  certainly  change  the 
very  nature  of  NSF,  causing  a  large  increase  in  NSF  internal  operations  which  cur- 
rently constitutes  less  than  4  percent  of  NSF's  budget.  This  level  of  efficiency  pro- 
hibits us  from  finding  savings  to  pay  for  any  new  missions  through  cuts  in  adminis- 
trative operations.  I  am  very  concerned  that  NSF  might  have  to  drastically  curtail 
its  highest  priority — investing  in  basic  scientific  research  and  education — to  take  on 
the  new  responsibilities  called  for  in  S.  929. 

NSF's  long  standing  role  has  been  to  enrich  the  knowledge  base  that  allows  this 
Nation  to  meet  current  and  future  needs.  A  reduction  in  support  for  these  basic 
science  activities  will  reduce  the  prospects  for  making  discoveries  and  enhancing 
human  resources  that  can  benefit  the  Nation  in  the  near  term  and  enrich  future 
generations.  In  my  opinion  being  asked  to  take  on  new  weights  and  measures  re- 
sponsibilities that  would  limit  our  ability  to  invest  in  high-yield  research  and  edu- 
cation efforts  is  not  in  the  best  long-term  interests  of  the  country. 

Thank  you  for  the  opportunity  to  comment  on  this  legislation. 
Sincerely, 

Neal  Lane, 

Director. 

Chairman  RoTH.  Let  me  comment  that  the  point  Senator  Levin 
makes  in  many  ways  shows  why  restructuring  can  be  beneficial, 
because  back  in  1980,  I  fought  to  have  the  commercial  attaches  and 
their  activities  moved  fi-om  the  State  Department  to  Commerce.  At 
the  State  Department,  you  thought  it  would  have  been  the  end  of 
international  diplomacy.  But  thanks  to  the  help  of  Senator  Ribicoff, 
who  was  Chairman,  we  got  the  President  to  make  the  move. 

So  it  shows  that  reorganization  can  be  beneficial,  and  that  is  the 
point  I  am  interested  in  hearing  today.  We  had  some  discussions 
earlier,  Mr.  Secretary,  and  you  said  that  the  administration  does 
support  or  could  support  consolidations,  particularly  in  the  context 
of  a  Panetta  plan  for  overall  Federal  reorganization. 

Does  this  mean  that  under  certain  circumstances  in  the  context 
of  wide-ranging  Executive  Branch  reform,  that  consolidation  of  the 
Commerce  Department  with  other  department  agencies  would  be 
acceptable  or  at  least  a  possibility? 

Secretary  Brown.  Let  me  start  by  saying,  Senator,  that  I  com- 
mend you  not  only  for  your  wisdom  in  urging  the  movement  of  the 
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United  States  Foreign  and  Commercial  Service  from  the  State  De- 
partment to  the  Commerce  Department.  It  has  worked  in  the  best 
interest  of  America  and  American  workers. 

Secondly,  let  me  commend  you  for  your  20-year  struggle  to  pro- 
pose legislation  that  would  create  some  of  these  consolidated  vehi- 
cles and  that  would  make  us  even  more  effective. 

I  repeat  that  in  the  context  of  total  Government  reform,  we  are 
open  to  discussion  of  all  of  these  kinds  of  consolidations.  We  are 
not  at  all  maintaining  a  completely  status  quo  posture.  But  I  think 
just  as  you  and  others  recognize  and  as  your  Committee  has  cer- 
tainly recognized,  this  ought  to  be  done  on  a  Government-wide 
basis.  It  cannot  be  kind  of  parceled  out  and  done  in  a  piecemeal 
way  or  else  you  get  a  scattering  rather  than  a  consolidation. 

So  I  would  certainly  encourage  discussions  on  that  level  to  be 
done  after  analysis,  after  thoughtful  attention,  and  after  some  kind 
of  critical  review  to  see  whether  it  really  makes  sense.  But  we 
would  certainly  be  very  pleased  to  participate  in  those  discussions 
and  that  work  with  you,  Mr.  Chairman. 

Chairman  RoTH.  The  thing  that  concerns  me  is  that  your  De- 
partment plays  a  broad  mission  in  areas  of  trade,  international 
competitiveness,  national  resources,  environment,  science,  tech- 
nology, economics,  but  these  are  areas  in  which,  according  to  a  re- 
cent GAO  assessment,  18  other  Federal  agencies  also  have  roles. 

In  light  of  that  duplication  and  fragmentation,  you  are  never 
going  to  entirely  eliminate  it,  I  think  we  all  understand  and  agree 
with  that.  It  does  seem  we  ought  to  be  asking  some  very  fundamen- 
tal questions.  Why  does  the  Government  need  to  have  eight  dif- 
ferent agencies  playing  a  role  in  managing  natural  resources,  pro- 
tecting the  environment?  Why  do  14  different  agencies  operate  ex- 
port development  programs?  Why  have  we  allowed  trade  promotion 
to  become  so  fragmented  that  a  Trade  Promotion  Coordinating 
Committee,  representing,  I  guess,  19  agencies 

Secretary  BROWN.  Nineteen. 

Chairman  RoTH.  I  would  hope  that  you  might  supply  us  any  sug- 
gestions. You  talked  about  possibly  privatizing  Patent  and  Trade- 
marks. 

Secretary  BROWN.  Yes,  creating  a  Government  corporation. 

Chairman  ROTH.  But  not  totally  privatizing  it? 

Secretary  Brown.  Because  you  have  to  have  the  policy  functions 
within  Government  because  intellectual  property  rights  obviously 
have  serious  policy  implications. 

Chairman  ROTH.  It  does  seem  to  me  that  if  that  is  the  only 
change,  we  are  talking  about  status  quo,  and  I  hope  that  is  not  the 
case. 

Secretary  Brown.  It  is  not  the  case  at  all.  I  repeat,  Mr.  Chair- 
rnan,  we  are  more  than  anxious  to  participate  in  discussions  of  the 
kind  you  just  described,  and  that  is  Government-wide  reorganiza- 
tion. I  might  say  very  specifically,  as  I  commended  you  for  the 
work  you  have  done  over  the  last  20  years,  I  like  the  approach  you 
took  4  or  5  years  ago  rather  than  the  approach  you  have  taken 
most  recently,  which  understands 

Chairman  ROTH.  I  have  taken  no  approach  recently. 

Secretary  Brown.  Recently,  meaning  two  Congresses  ago.  Sen- 
ator, and  that  is  the  approach  of  trade  and  technology  being  to- 
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gether.  I  happen  to  believe  that  that  is  terribly  important.  They  are 
the  mainstays  of  our  economic  future  and  I  think  separating  them 
out  is  a  mistake. 

Chairman  RoTH.  Let  me  ask  you  this  question,  because  you  do 
have  a  lot  of  brass  in  the  Commerce  Department.  There  are  no 
fewer  than  six  under  secretary  positions,  13  assistant  secretaries. 
The  United  States  Travel  and  Tourism  Administration  has  fewer 
than  100  employees  but  is  headed  by  an  under  secretary.  There  is 
both  an  Under  Secretary  of  Technology  and  an  Assistant  Secretary 
for  Technology  Policy.  Then  in  the  International  Trade  Administra- 
tion, you  have  one  under  secretary,  two  deputy  under  secretaries, 
four  assistant  secretaries,  19  deputy  assistant  secretaries,  all  in  an 
office  of  about  2,400  employees. 

Has  any  study  been  made  to  see  how  we  can  simplify,  reduce, 
and 

Secretary  BROWN.  A  number  of  them.  As  I  am  sure  the  Chairman 
knows,  I  did  not  create  that  structure.  That  structure  has 

Chairman  ROTH.  No,  I  am  sure  that  many  of  these  came  down 
through  the  years. 

Secretary  Brown.  That  structure  has  been  there,  but  we  are 
open  to  consolidation  within  our  agency.  Yes,  there  are  a  number 
of  proposals  to  do  that.  One  of  them,  we  have  already  made  in  this 
budgetary  cycle  and  that  is  in  USTTA,  the  United  States  Travel 
and  Tourism  Administration,  which  would  eliminate  an  under  sec- 
retary there.  We  have  a  White  House  Conference  on  Tourism 

Chairman  RoTH.  What  about  the  agency  itself? 

Secretary  BROWN.  The  agency  would  be  abolished. 

Chairman  RoTH.  Would  you  recommend  to  do  away  with  it? 

Secretary  Brown.  The  agency  would  be  done  away  with.  To  be 
very  candid,  Mr.  Chairman,  I  think  that  is  a  mistake,  as  well,  but 
it  is  one  that  the  realities  of  the  present  downsizing  climate  have 
dictated.  That  industry,  as  you  know,  employs  six  million  Ameri- 
cans. It  has  a  tremendous  impact  on  our  economy.  Most  other  coun- 
tries in  the  world  are  plowing  money  into  tourism.  The  budget  for 
the  entire  agency  is  $12  million,  much  less  than  most  States  in  the 
United  States  spend  on  promoting  tourism.  Nonetheless,  that  will 
be  one  of  the  topics  of  discussion  at  the  White  House  Conference 
on  Tourism  this  October,  Mr.  Chairman. 

Chairman  Roth.  I  think  earlier  you  quoted  from  an  0MB  analy- 
sis of  the  Abraham  bill,  is  that  correct? 

Secretary  Brown.  Yes,  that  is  correct,  Mr.  Chairman. 

Chairman  ROTH.  Would  you  supply  a  copy  of  that  for  the  record? 

Secretary  Brown.  Yes,  I  shall.  It  is  not  an  analysis  that  I  quoted 
from,  it  is  a  letter  that  went  from  Alice  Rivlin,  the  Director  of 
OMB,  to  the  leadership  of  the  House  and  Senate. 

Chairman  ROTH.  Mr.  Secretary,  I  appreciate  your  being  here 
today.  I  personally  think  there  is  room  for  restructuring  and  reor- 
ganizing. Again,  I  cannot  emphasize  too  much  the  importance  I  at- 
tach to  the  trade  function.  I  think  it  is  critically  important  that  we 
have  the  best  trade  mechanism  of  any  country  in  the  world  if  we 
are  going  to  be  the  leader  in  that  area,  as  I  think  we  should. 

Again,  I  do  appreciate  your  interest  and  activity  in  that  area. 
Thank  you  very  much. 
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Secretary  Brown.  Thank  you  very  much,  Mr.  Chairman.  I  want 
to  assure  you  that  I  look  forward  to  working  with  you  and  other 
members  of  the  Committee  and  thank  you  very  much,  Senator 
Pryor,  as  well.  Thank  you. 

Chairman  ROTH.  Thank  you.  Secretary  Brown. 

Chairman  RoTH.  I  am  now  pleased  to  call  forward  a  panel  con- 
sisting of  Mr.  L.  Nye  Stevens,  who  is  Director  of  Federal  Manage- 
ment Issues,  U.S.  General  Accounting  Office;  and  Dr.  Allan  I. 
Mendelowitz,  who  is  Managing  Director,  International  Trade,  Fi- 
nance, and  Competitiveness  Issues,  U.S.  General  Accounting  Office. 

Gentlemen,  it  is  a  pleasure  to  have  you  here  today.  I  appreciate 
your  patience  and  would  ask  that  you  proceed,  Mr.  Stevens. 

TESTIMONY  OF  L.  NYE  STEVENS,  DIRECTOR,  FEDERAL 
MANAGEMENT  ISSUES,  U.S.  GENERAL  ACCOUNTING  OFFICE 

Mr.  Stevens.  Mr.  Chairman,  I  will  be  very  brief  in  view  of  the 
hour  and  the  discussion  that  has  already  been  held.  You  asked  us 
to  give  you  an  overview  of  the  Commerce  Department  and  to  exam- 
ine several  functions  of  the  National  Institute  of  Science  and  Tech- 
nology and  NOAA  to  determine  the  extent  to  which  they  are  simi- 
lar to  functions  that  are  carried  out  elsewhere  in  Government,  and 
Dr.  Mendelowitz  will  follow  me  to  talk  about  the  trade  issues. 

The  missions  and  functions  of  Commerce  have  historically  been 
among  the  most  diverse  of  cabinet  departments  and  they  have 
changed  frequently  over  time.  Today,  Commerce  is  essentially  a 
holding  company  for  many  disparate  programs  and  it  has  never 
been  managed  on  the  basis  of  a  unif3dng  mission  or  shared  goals. 

As  you  heard  Secretary  Brown  say,  in  an  effort  to  create  cohesion 
among  its  13  rather  independent  and  autonomous  components,  in 
March  of  this  year,  he  issued  a  strategic  statement  that  articulated 
a  Department-wide  mission  and  established  five  strategic  themes, 
which  range  from  export  growth  and  civilian  technology  enhance- 
ment to  environmental  stewardship  and  collection  of  economic  in- 
formation. 

The  next  step,  which  has  not  been  taken,  would  be  to  develop 
outcome-oriented  goals  and  performance  measures,  but  that  would 
be  a  particular  challenge  for  Commerce  because  it  does  not  have 
exclusive  Federal  responsibility,  as  you  pointed  out,  for  any  of 
those  strategic  themes. 

We  never  have  done  a  management  review  of  Commerce,  but  we 
are  well  aware  through  the  request  work  that  we  have  done  there 
that  it  faces  a  number  of  management  challenges  in  the  Depart- 
ment. For  example,  we  are  concerned  that  the  possibility  for  a 
thoughtful  and  well-planned  census  reform  in  the  year  2000  will  be 
lost  if  top  management,  wherever  Commerce  winds  up,  does  not 
work  very  aggressively  to  make  sure  that  needed  changes  are  test- 
ed and  made  before — well  before — the  2000  census. 

Also,  Commerce's  administrative  systems  are  highly  decentral- 
ized, and  we  have  pointed  out  serious  problems  with  its  financial 
management  and  related  internal  controls. 

The  proposal  to  dismantle  Commerce  also  involves  many  impor- 
tant policy  issues,  such  as  whether  the  Government  should  have 
the  lead  role  in  developing  new  commercial  technologies  or  whether 
business  needs  a  voice  at  the  cabinet  table. 
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As  the  Comptroller  General  testified  before  this  Committee  in 
May,  we  believe  that  in  considering  these  issues,  Congress  will 
need  to  approach  them  in  a  comprehensive,  coordinated  fashion, 
that  it  should  make  organizational  decisions  with  specific  goals  in 
mind,  and  that  it  must  carefully  provide  for  and  oversee  the  imple- 
mentation of  what  in  the  past  has  often  been  a  very  disruptive 
process  affecting  not  just  the  losing  agency  but  also  the  gaining 
one. 

We  looked  at  a  couple  of  the  functions  of  NIST  and  NOAA,  at 
your  request,  to  determine  whether  duplication  of  effort  exists  be- 
tween what  they  do  and  what  other  agencies  do.  One  example  of 
these  was  the  Advanced  Technology  Program  at  NIST,  the  funding 
for  which  has  gone  up  from  $68  million  to  $431  million  in  just  the 
past  2  years. 

As  shown  in  Appendix  1  of  my  statement,  ATP  is  just  one  of  sev- 
eral Federal  initiatives  that  support  R&D  through  grants  and  coop- 
erative arrangements,  and  we  can  go  through  others  if  you  would 
like.  The  administration's  budget  also  includes  $4.8  billion  for  these 
initiatives,  of  which  just  10  percent  goes  through  NIST. 

We  issued  a  report  in  January  of  last  year  that  showed  that  the 
short-term  results  claimed  for  the  Advanced  Technology  Program 
are  overstated  or  lack  support. 

We  also  looked  at  a  couple  of  programs  in  NOAA,  which  is  Com- 
merce's largest  component.  One  was  species  protection,  for  which 
NOAA  shares  responsibility  with  the  Fish  and  Wildlife  Service  for 
carrying  out  the  two  key  species  protection  laws,  which  are  the  En- 
dangered Species  Act  and  the  Marine  Mammal  Protection  Act. 

There  is  certainly  a  distinction  between  their  responsibilities  in 
that  marine  species  are  primarily  NOAA's  responsibility  and  land 
and  fresh  water  species  are  under  Interior,  but  there  is  also  some 
overlap,  particularly  in  coastal  areas,  since  all  species  cannot  be  so 
clearly  subdivided.  However,  it  is  also  true  that  NOAA  has  overall 
a  distinctively  different  mission  and  outlook  from  the  Fish  and 
Wildlife  Service  as  a  whole,  with  a  commercial  and  international 
orientation  that  Interior  lacks. 

Finally,  we  looked  also  at  the  function  of  ocean  research,  which 
is  a  core  function  of  NOAA,  yet  it,  too,  bumps  up  against  the  pro- 
grams of  many  other  agencies.  It  is  hardly  a  NOAA  monopoly  in 
that  the  National  Science  Foundation,  the  Office  of  Naval  Re- 
search, the  Geological  Survey  in  Interior,  the  Minerals  Manage- 
ment Service  in  Interior,  the  Department  of  Energy,  EPA,  and 
NASA  all  have  ocean  research  activities  and  functions  of  their  own, 
with  some  distinctions  among  them. 

A  detailed  examination  would  be  needed  to  determine  the  extent 
of  coordination,  whether  there  is,  in  fact,  overlap  and  duplication 
among  those  quite  similar  activities.  The  existence  of  similarly 
classified  activities  is  not  conclusive  in  itself  of  the  need  for  reorga- 
nization or  consolidation,  but  merely,  in  our  view,  a  starting  point 
for  a  more  sophisticated  and  in-depth  inquiry  as  to  whether  the 
programs  are  indeed  needed,  and  if  so,  whether  they  are  effective 
at  meeting  goals  that  Congress  has  established  for  them. 

[The  prepared  statement  of  Mr.  Stevens  follows:] 
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PREPARED  STATEMENT  OF  L.  NYE  STEVENS 

SUMMARY 

In  the  fiscal  year  1996  budget  resolution,  Congress  assumed  that  the  Department 
of  Commerce  would  be  abolished  and  that  Commerce  functions  could  either  be  elimi- 
nated or  transferred  to  other  agencies.  GAO  believes  that  five  key  principles  would 
help  guide  Congress  as  it  considers  streamlining  and  reorganizing  the  Federal  Gov- 
ernment. The  principles  are  that  (1)  reorganization  demands  a  coordinated  ap- 
proach; (2)  reorganization  plans  should  be  designed  to  achieve  specific  identifiable 
goals;  (3)  once  goals  are  chosen,  the  right  vehicles  must  be  chosen  for  accomplishing 
them;  (4)  implementation  is  critical  to  the  success  of  any  reorganization;  and  (5) 
oversight  is  needed  to  ensure  effective  implementation. 

The  missions  and  functions  of  the  Department  of  Commerce  historically  have  been 
among  the  most  diverse  of  the  cabinet  departments  in  the  Federal  Government.  Be- 
cause of  this,  Commerce  historically  has  not  been  managed  on  the  basis  of  a  unify- 
ing mission  and  shared  goals  among  its  various  components.  In  addition,  Com- 
merce's key  administrative  functions  are  decentralized.  Major  Commerce  compo- 
nents— the  National  Oceanic  and  Atmospheric  Administration  (NOAA),  the  Econom- 
ics and  Statistics  Administration,  the  National  Institute  of  Standards  and  Tech- 
nology (NIST),  the  International  Trade  Administration,  and  the  Patents  and  Trade- 
mark Office — have  each  been  granted  the  authority  by  Commerce  for  meeting  its 
own  administrative  needs. 

Commerce  recently  has  articulated  a  departmentwide  mission  statement  and  five 
strategic  themes."  However,  at  a  broad  functional  level,  other  agencies  also  share 
responsibility  for  these  five  themes.  The  themes  are  (1)  export  growth,  (2)  civilian 
technology,  (3)  sustainable  development  by  working  to  integrate  environmental 
stewardship  with  economic  growth,  (4)  economic  development  by  working  to  ensure 
communities  have  the  infrastructure  they  need  to  develop,  and  (5)  economic  infor- 
mation and  analysis.  Some  functions  of  NOAA  and  NIST  suggest  possible  lines  for 
further  inquiry  to  determine  whether  duplication  of  function  exists  with  other  fed- 
eral organizations.  For  example,  NIST's  Advanced  Technology  Program  makes  cost- 
shared  awards  to  industry  to  develop  high-risk  technologies,  and  its  Manufacturing 
Extension  Partnerships  provide  seed  money  for  the  creation  of  extension  centers 
that  provide  technical  assistance  to  small  manufacturers.  In  both  cases,  NIST's  ef- 
forts are  similar  to  those  undertaken  by  other  federal  agencies. 

Similarly,  marine  species  research  and  management  activities  and  ocean  research 
are  two  of  NOAA's  key  efforts.  GAO's  limited  review  identified  other  agencies  with 
similar  functions,  such  as  the  Department  of  the  Interior's  U.S.  Fish  and  Wildlife 
Service,  which  carries  out  a  major  effort  in  species  research  and  management,  and 
the  National  Science  Foundation  and  the  U.S.  Geological  Survey,  which  support 
ocean  research  activities. 


Mr.  Chairman  and  Members  of  the  Committee: 

We  are  pleased  to  be  here  today  to  discuss  the  organization,  missions,  and  func- 
tions of  the  Department  of  Commerce.  As  you  know,  the  conference  report  for  the 
fiscal  year  1996  budget  resolution  assumed  that  the  Department  of  Commerce 
would  be  abolished  and  that  Commerce  functions  would  either  be  eliminated  or 
transferred  to  other  agencies.  Changes  to  Commerce  are  only  one  of  a  number  of 
major  reorganization  and  streamlining  options  under  consideration — all  of  which 
pose  challenging  policy  decisions. 

Our  work  has  shown  that  to  be  effective,  decisions  about  the  structure  and  func- 
tions of  the  Federal  Government  should  be  made  in  a  thorough  manner  with  careful 
attention  to  the  effects  of  changes  in  one  agency  on  the  workings  of  other  agencies. 
In  his  statement  before  this  Committee  in  May,  the  Comptroller  General  discussed 
some  principles  that  we  believe  could  help  guide  Congress  and  the  administration 
as  they  consider  streamlining  and  reorganizing  the  Federal  Government.  ^  The  prin- 
ciples are  that  (1)  reorganization  demands  a  coordinated  approach;  (2)  reorganiza- 
tion plans  should  be  designed  to  achieve  specific  identifiable  goals;  (3)  once  goals 
are  cnosen,  the  right  vehicles  must  be  chosen  for  accomplishing  them;  (4)  implemen- 
tation is  critical  to  the  success  of  any  reorganization;  and  (5)  oversight  is  needed 
to  ensure  effective  implementation. 

As  agreed  with  the  Committee,  my  statement  today  is  intended  to  contribute  to 
the  congressional  decisionmaking  process  by  providing  an  overview  of  the  Depart- 


^  Government  Reorganization:  Issues  and  Principles  (GAO/T-GGD/AIMD-95-166,  May    17, 
1995). 
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ment  of  Commerce  and  its  organization.  As  you  requested,  this  overview  includes 
some  of  the  critical  issues  at  Commerce  that  demand  attention  regardless  of  organi- 
zational decisions  and  a  discussion  of  selected  issues  at  the  National  Institute  of 
Standards  and  Technology  (NIST)  and  the  National  Oceanic  and  Atmospheric  Ad- 
ministration (NOAA),  both  of  which  are  components  of  Commerce.  My  comments  re- 
flect recent  work  we  have  done  for  the  Committee  on  the  functions  performed  by 
agencies  in  the  Federal  Government  and  other  program  and  management  work  we 
have  undertaken. 2  As  was  true  with  that  recent  work  for  the  Committee,  my  com- 
ments today  are  intended  not  to  be  conclusive  but  rather  to  suggest  useful  starting 
points  for  further  lines  of  inquiry. 

Dr.  Allan  I.  Mendelowitz,  GAO's  Managing  Director  for  International  Trade,  Fi- 
nance, and  Competitiveness  Issues,  separately  will  discuss  the  potential  impact  of 
abolishing  the  Department  of  Commerce  on  the  Federal  Government's  management 
of  its  international  trade  responsibilities. ^ 

The  Department  of  Commerce  Has  Diverse  Responsibilities 

The  missions  and  functions  of  the  Department  of  Commerce  historically  have  been 
among  the  most  diverse  of  the  cabinet  departments  in  the  Federal  Government. 
Formed  as  a  department  as  a  result  of  the  creation  of  a  separate  Department  of  the 
Labor  in  1913,  the  Department  of  Commerce  initially  had  nine  major  components 
that  ranged  from  the  Steamboat  Inspections  Service  and  the  Bureau  of  Lighthouses 
to  the  Bureau  of  the  Census  and  the  Bureau  of  Foreign  and  Domestic  Commerce. 
Of  the  nine  original  components,  three  remain  in  Commerce — the  Coast  and  Geo- 
detic Survey,  which  is  now  part  of  NOAA;  the  Bureau  of  Standards,  which  is  now 
NIST;  and  the  Census  Bureau. 

The  diverse  nature  of  Commerce  has  been  underscored  by  almost  constant  organi- 
zational changes  throughout  its  history  in  response  to  national  social,  economic,  and 
demographic  changes."*  These  changes  entailed  moving  bureaus  and  agencies  out  of 
Commerce  into  new  federal  organizations,  where  it  was  believed  the  Commerce  com- 
ponents would  benefit  from  location  in  an  agency  with  a  more  unified 
organizationwide  mission.  For  example,  the  U.S.  Fire  Administration  was  moved  to 
the  Federal  Emergency  Management  Agency  in  1979;  the  Maritime  Administration 
was  moved  to  the  Department  of  Transportation  in  1981,  where  it  joined  a  number 
of  other  components  that  had  moved  out  of  Commerce  when  the  Department  of 
Transportation  was  created  in  1966.  In  addition,  other  components  periodically  have 
been  proposed  by  various  administrations  to  be  moved  in  or  out  of  Commerce.  For 
example,  the  Minority  Business  Development  Agency  for  several  years  was  proposed 
to  be  transferred  to  the  Small  Business  Administration  in  the  late  1980s  and  1990, 
only  to  be  proposed  for  expansion  within  Commerce  by  the  same  administration  in 
fiscal  year  1991. 

To  this  day.  Commerce  remains  essentially  a  holding  company  for  many  disparate 
programs.  Commerce's  13  major  components  cover  a  wide  range  of  responsibilities 
that  include  expanding  U.S.  exports,  developing  innovative  technologies,  gathering 
and  disseminating  statistical  data,  measuring  and  fostering  economic  growth,  grant- 
ing patents  and  trademarks,  promoting  minority  entrepreneurship,  predicting  the 
weather,  and  serving  as  an  environmental  steward.  Figures  1  and  2  detail  fiscal 
year  1994  gross  obligations  and  authorized  full  time  equivalent  (FTE)  staffing  levels 
of  Commerce's  major  components,  respectively. 


'^Government  Restructuring:  Identifying  Potential  Duplication  in  Federal  Missions  and  Ap- 
proaches (GAO/T-MMD-95-161,  June,  7,  1995);  Budget  Function  Classification:  Agency  Spend- 
ing by  Subfunction  and  Object  Category,  Fiscal  Year  1994  (GAO/AIMD-95-116FS,  May  10, 
1995);  Budget  Function  Classification:  Agency  Spending  and  Personnel  Levels  for  Fiscal  Years 
1994  and  1995  (GAO/AIMD-95-115FS);  and  Budget  Function  Classification:  Relating  Agency 
Spending  and  Personnel  Levels  to  Budget  Functions  (GAO/AIMD/GGD-95-69FS,  Jan.  30,  1995). 

^Government  Reorganization:  Issues  Relating  to  International  Trade  Responsibilities  (GAO/T- 
GGD-95-218,  July  25,  1995). 

■»  For  a  discussion  of  some  of  the  early  changes  see,  From  Lighthouses  to  Laserbeams:  A  His- 
tory of  the  U.S.  Department  of  Commerce  1912-1988,  the  United  States  Department  of  Com- 
merce, Washington,  D.C.,  1988. 
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Figure  1:  Department  of  Commerce  Fiscal  Year  1994  Gross 
Obligations  by  Major  Component 


Technology  Administration  (0.13%) 
"U.S.  Travel  and  Tourism  Administration  (0.47%) 
National  Technical  Information  Service  (0.67%) 
"Export  Administration  (0.77%) 

Minority  Business  Development  (0.80%) 
Economic  and  Statistical  Analysis  (0.93%) 
NTIA  (1 .06%) 

General  Administration  (3.22%) 

ITA  (5.30%) 


Census  (8.11%) 


NOAA  (43.74%) 


■PTO  (10.08%) 


NIST  (12.01%) 


EDA  (12.72%) 


$5.3  billion  (0.3  percent  of  total  fiscal  year  1994 
federal  obligations) 


NTIA:  National  Telecommunications  and  Inlomiation  Administration 

ITA:  International  Trade  Administration 

PTO:  Patent  and  Trademark  Office 

NIST:  National  Institute  of  Standards  and  Tehcnology 

EDA:  Economic  Development  Administration 

NOAA:  National  Oceanic  and  Atmospheric  Administration 


Source:  Budget  of  the  United  States  Government,  1996 
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Figure  2:  Department  of  Commerce  Fiscal  Year  1994 
Authorized  FTE  Levels  by  Major  Compont 


Technology  Administration  (0.1 1  %) 
U.S.  Travel  and  Tourism  Administration  (0.24%) 
-National  Technical  information  Service  (1.01%) 
-Export  Administration  (1.05%) 

Minority  Business  Development  (0.50%) 
Economic  and  Statistical  Analysis  (1 .53%) 
NTIA  (0.89%) 

General  Administration  (3.36%) 

ITA  (6.59%) 


NOAA  (40.55%) 


Census  (20.55%) 


EDA  (0.96%) 

NIST  (8.82%) 


PTO  (13.82%) 


36,000  FTE  (1.24  percent  of  total  1994  FTE  Levels) 


NTIA:  National  Telecommunications  and  Information  Administration 

ITA;  International  Trade  Administration 

PTO:  Patent  and  Trademarl^  Office 

NIST:  National  Institute  of  Standards  and  Tehcnology 

EDA:  Economic  Development  Administration 

NOAA:  National  Oceanic  and  Atmospheric  Administration 


Source:  Budget  of  the  United  States  Government,  1996 
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Because  of  the  wide  diversity  of  its  functions,  Commerce  historically  has  not  been 
managed  on  the  basis  of  a  unifying  mission  and  shared  goals.  In  recent  years,  the 
desire  to  create  cohesion  among  its  rather  independent  and  autonomous  components 
has  driven  Commerce  to  take  the  first  steps  to  establish  a  departmentwide  strategic 
management  and  planning  effort.  As  part  of  that  effort,  in  March  1995  Commerce 
issued  a  strategic  statement  that  articulated  a  departmentwide  mission  and  estab- 
lished five  departmentwide  strategic  themes.  According  to  the  strategic  statement, 
Commerce's  mission  is  "to  ensure  and  enhance  economic  opportunity  for  all  Ameri- 
cans by  working  in  partnership  with  businesses,  communities,  and  workers."  Com- 
merce's strategic  themes  include  (1)  export  growth,  (2)  civilian  technology,  (3)  sus- 
tainable development  by  working  to  integrate  environmental  stewardship  with  eco- 
nomic growth,  (4)  economic  development  by  working  to  ensure  communities  have  the 
infrastructure  they  need  to  develop,  and  (5)  economic  information  and  analysis. 

If  Commerce  is  to  develop  a  departmentwide  strategic  plan,  it  will  need  to  under- 
take the  difficult  next  steps  of  developing  specific  outcome-oriented  goals,  objectives, 
and  performance  measures  that  are  directly  linked  to  its  themes.  This  will  be  par- 
ticularly challenging  because  Commerce  does  not  have  exclusive  federal  responsibil- 
ity for  any  of  its  strategic  themes.  In  fact,  other  federal  agencies  play  substantial 
roles  in  the  areas  covered  by  the  strategic  themes.  For  example,  NIST's  proposed 
fiscal  year  1996  funding  for  grants  and  cooperative  research  with  industry  is  about 
10  percent  of  the  Federal  Grovernment's  total  funding  for  such  matters,  and  State 
governments  traditionally  have  had  a  leadership  role  in  working  with  industry  to 
foster  technological  development.  Similarly,  NOAA  shares  responsibility  for  species 
protection  with  the  Department  of  the  Interior.  Because  Commerce  shares  respon- 
sibility with  others  for  making  progress  on  its  strategic  themes,  isolating  Com- 
merce's contribution  to  a  particular  outcome  can  be  very  difficult 

In  addition  to  historically  having  its  strategic  management  efforts  based  in  its 
components,  Commerce  also  has  decentralized  key  administrative  functions.  Major 
Commerce  components — NOAA,  the  Economics  and  Statistics  Administration,  NIST, 
the  International  Trade  Administration,  and  the  Patent  and  Trademark  Office — 
have  been  granted  the  authority  and  responsibility  by  Commerce  for  meeting  most 
of  their  own  administrative  needs.  According  to  Commerce  officials,  these  compo- 
nents are  large  enough  that  it  is  more  efficient  to  have  them  be  responsible  for  their 
own  support  services  rather  than  rely  on  Commerce  headquarters.  Thus,  Commerce 
headquarters  provides  some  services  but  primarily  sets  policy  and  provides  overall 
direction  and  oversight.  The  major  components  generally  are  responsible  for  their 
own  financial  management,  personnel,  budget,  and  procurement  services.  In  some 
cases,  the  major  components  receive  some  administrative  services  from  head- 
quarters, which  they  pay  for  through  a  working  capital  fund.  The  major  components 
also  have  congressional  and  public  affairs  offices  separate  from  those  in  Commerce 
headquarters.  In  addition,  NOAA,  the  National  Telecommunications  and  Informa- 
tion Administration,  the  Economic  Development  Administration,  and  the  Patent  and 
Trademark  Office,  have  their  own  offices  of  general  counsel  to  handle  the  bulk  of 
their  legal  matters,  although  these  offices  work  closely  with  the  Commerce  general 
counsel. 

In  addition,  the  NOAA  Administrative  Support  Centers  provide  support  services 
to  Commerce  components  in  the  field  and  to  other  federal  agencies  on  a  reimburs- 
able basis.  According  to  senior  Commerce  officials.  Commerce's  decentralized  ap- 
proach to  providing  administrative  services  is  the  result  of  its  response  to  the  sig- 
nificant budget  reductions  that  it  incurred  in  the  early  1980s.  According  to  these 
Commerce  officials,  other  federal  agencies  that  did  not  undergo  the  earlier 
downsizing  are  now  facing  the  same  need  to  make  sizable  cost-saving  improvements 
in  administrative  service  delivery  that  Commerce  confronted  in  the  early  1980s. 

Key  Issues  Needing  Attention  Independent  of  Organizational  Questions 

As  I  noted  at  the  outset  of  my  statement,  our  work  has  shown  that  one  of  the 
key  principles  of  reorganization  is  that  once  an  appropriate  organizational  arrange- 
ment is  decided  upon,  continued  attention  is  needed  to  ensure  that  programs  are 
properly  and  effectively  implemented  and  that  agencies  have  the  people,  informa- 
tion, and  technology  needed  to  meet  their  missions.  In  that  regard,  our  congression- 
ally  requested  work  at  Commerce  in  recent  years  has  identified  a  number  of  key 
programmatic  and  management  issues  that  will  require  continued  attention  regard- 
less of  decisions  Congress  makes  about  the  organization  of  Commerce  and  its  compo- 
nents. These  key  issues  include  the  need  for  well  planned  census  reform,  strength- 
ened financial  management,  and  modernized  National  Weather  Service  information 
systems. 
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Census  Reform 

Over  many  years,  we  and  others  have  urged  that  the  methods,  for  taking  the  de- 
cennial census  need  to  be  fundamentally  rethought  to  reduce  costs  and  protect  the 
accuracy  of  the  nation's  primary  data-gathering  effort.^  The  increased  use  of  sam- 
pling and  other  statistical  techniques,  a  simplified  census  questionnaire,  and 
streamlined  field  procedures  are  among  the  major  changes  that  we  have  long  urged 
the  Census  Bureau  to  consider  and  evaluate.  On  the  basis  of  our  work,  the  congres- 
sional fiscal  year  1996  budget  resolution  assumes  that  almost  $1  billion  can  be 
saved  on  the  cost  of  the  2000  Decennial  Census  if  basic  changes  in  census  design 
are  made.  However,  we  are  very  concerned  that  the  possibility  for  thoughtful  and 
well  planned  census  reform  will  be  lost  if  Congress  and  departmental  top  manage- 
ment— wherever  the  Census  Bureau  is  placed— do  not  work  aggressively  to  ensure 
that  needed  changes  are  made  in  time  for  the  2000  Census. 

Financial  Management 

We  have  found  that  like  all  too  many  other  federal  agencies,  Commerce  cannot 
provide  complete,  reliable,  and  useful  financial  information  to  assist  federal 
decisionmakers  in  making  sound  decisions.^  The  financial  management  systems  at 
Commerce  are  incompatible,  fragmented,  labor-intensive,  inadequately  controlled, 
and  costly  to  maintain.  Commerce  has  limited  ability  to  effectively  assess  program 
and  administrative  operations.  This  problem  has  resulted  in  the  Office  of  Manage- 
ment and  Budget  placing  Commerce's  financial  management  on  the  governmentwide 
list  of  high-risk  areas. 

The  top  leadership  at  Commerce  has  forthrightly  acknowledged  the  serious  prob- 
lems with  its  financial  management  systems  and  related  internal  controls.  Com- 
merce now  has  leaders  in  key  financial  management  positions  at  the  department 
level  who  have  demonstrated  a  commitment  to  the  Chief  Financial  Officers  (CFO) 
Act,  and  efforts  are  under  way  to  correct  Commerce's  long-standing  financial  man- 
agement problems.  However,  although  Commerce  has  placed  qualified  CFOs  at  3  of 
its  13  major  components,  2  of  its  largest  components — NOAA  and  NIST — do  not 
have  CFOs  in  place  to  manage  financial  operations  and  guide  improvement  efforts. 
Thus,  continuing  attention  will  be  needed  to  ensure  that  strong  financial  manage- 
ment exists  over  Commerce's  present  functions  even  if  they  are  relocated. 

National  Weather  Service  Information  Systems 

NOAA's  National  Weather  Service  modernization  program  is  one  of  the  larger  sys- 
tems modernization  programs  of  the  Federal  Government.  Our  work  has  shown  that 
it  was  being  designed  and  developed  without  adequate  attention  as  to  how  the  sys- 
tems were  to  work  together  and  that  development  and  performance  problems  re- 
main with  individual  systems.'''  The  modernization  includes  four  major  systems  that 
are  intended  to  provide  more  reliable  detection  and  prediction  of  severe  weather  and 
flooding,  permit  more  cost-effective  operations,  and  achieve  higher  productivity.  Col- 
lectively, these  four  component  systems  and  several  smaller  systems  acquisitions 
are  expected  to  be  fully  integrated  so  as  to  form  a  single  weather  forecasting  and 
warning  system.  The  total  cost  of  the  modernization  is  estimated  to  be  over  $4.5 
billion. 

In  March  1994,  we  recommended  that  the  National  Weather  Service  develop  a 
guiding  systems  blueprint,  or  systems  architecture,  to  ensure  that  the  component 
systems  for  the  modernization  proceed  according  to  a  common  set  of  rules  and 
standards. 8  We  have  cautioned  the  Weather  Service  that  to  do  otherwise  invites  sys- 
tem inefficiencies,  incompatibilities,  and  more  difficult  and  costly  maintenance.  The 
Weather  Service  agreed  to  develop  a  modernization  architecture,  but  it  estimated 
that  this  will  take  over  3  years  to  complete.  Thus,  while  the  modernization  program 
can  boast  of  some  successes,  the  lack  of  a  systems  architecture  compounded  by 


^See,  for  example.  Decennial  Census:  1995  Test  Presents  Opportunities  to  Evaluate  New  Cen- 
sus-Taking Methods  (GAO/T-GGD-94-136,  Sept.  27,  1994)  and  Decennial  Census:  1990  Results 
Show  Need  for  Fundamental  Reform  (GAO/GGD-92-94,  June  9,  1992). 

^  See,  for  example,  Financial  Management:  Status  of  the  CFO  Act  Implementation  at  the  De- 
partment of  Commerce  (GAO/T-AIMD-94-150,  June  28,  1994). 

''Weather  Forecasting:  Racer  Availability  Requirement  Not  Being  Met  GAO/AIMD-95-132, 
May  31,  1995;  Weather  Forecasting:  Unmet  Needs  and  Unknown  Costs  Warrant  Reassessment 
GAO/AIMD-95-81,  Apr.  21,  1995);  Weather  Service  Modernization:  Despite  Progress,  Significant 
Problems  and  Risks  Remain  (GAO/T-AIMD-95-87,  Feb.  21,  1995);  Weather  Forecasting:  Im- 
provements Needed  in  Laboratory  Software  Development  Processes  GAO/AIMD-95-24,  Dec.  14, 
1994);  Weather  Forecasting:  Systems  Architecture  Needed  for  National  Weather  Service  Mod- 
ernization (GAO/AIMD-94-28,  Mai;.  11,  1994);  Weather  Forecasting:  Important  Issues  on  Auto- 
mated Weather  Processing  System  Need  Resolution  (GAO/IMTEC-93-12BR,  Jan.  6,  1993). 

8  GAO/T-AIMD-95-87,  February  21,  1995. 
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known  system  problems  and  development  risks  means  that  modernization  is  far 
from  over  and  that  the  challenges  remaining  are  formidable. 

As  I  noted,  these  issues  require  continuing  attention  no  matter  what  organiza- 
tional arrangement  is  used  for  Commerce's  functions.  However,  a  clear  focus  on 
goals  and  outcomes  may  identify  opportunities  to  rationalize  the  Federal  Govern- 
ment's organizational  structure.  Our  work  also  has  identified  cases  of  apparent  du- 
plication of  functions  across  agencies  often  differentiated  by  constituency  rather 
than  basic  activity.  As  I  noted  earlier,  at  a  broad  functional  level,  other  agencies 
share  responsibility  with  Commerce  for  its  five  strategic  themes.  Some  of  the  func- 
tions performed  by  NIST  and  NOAA  suggest  possible  lines  for  further  inquiry  to  de- 
termine whether  and  if  so,  to  what  extent,  duplication  of  effort  exists  in  the  activi- 
ties that  these  and  other  federal  organizations  perform.  The  efforts  of  NIST  and 
NOAA  also  underscore  the  need  for  an  integrated  approach  to  reorganization  that 
focuses  on  clearly  identified  goals — one  that  is  sensitive  to  how  changes  in  one  orga- 
nization can  affect  the  abilities  of  other  organizations  to  meet  their  missions. 

The  National  Institute  of  Standards  and  Technology 

NIST  was  originally  established  in  1901  as  the  National  Bureau  of  Standards  to 
perform  the  research  and  development  (R&D)  needed  to  develop  uniform  standards 
and  physical  measurements.  NIST's  mission  and  responsibilities  were  expanded  in 
1988  with  the  establishment  of  (1)  the  Advanced  Technology  Program  (ATP),  which 
makes  cost-shared  awards  to  industry  to  develop  high-risk  technologies  and  (2)  the 
Manufacturing  Extension  Partnership  (MEP),  which  provides  seed  money  for  the 
creation  of  extension  centers  that  provide  technical  assistance  to  small  manufactur- 
ers. Today,  NIST's  primary  mission  is  to  promote  economic  growth  by  working  with 
industry  to  develop  and  apply  technology,  measurements,  and  standards. 

Of  NIST's  $632  million  in  fiscal  year  1994  obligations,  about  60  percent  was  from 
appropriated  funds.  Other  federal  agencies  and  the  sale  of  calibration  services  and 
standard  reference  materials  primarily  provided  the  remaining  40  percent.  While 
most  of  NIST's  spending  supported  its  R&D  program  in  fiscal  year  1994,  ATP  and 
MEP,  which  are  growing,  will  account  for  most  of  NIST's  obligations  this  fiscal  year. 

ATP 

Initially  funded  in  1990,  ATP  is  a  competitive  cost-sharing  program  designed  to 
help  U.S.  businesses  pursue  high-risk  technologies  with  significant  commercial  or 
economic  potential.  ATP  funding  increased  substantially  from  $68  million  in  fiscal 
year  1993  to  $431  million  in  fiscal  year  1995.  Our  May  1995  report  examined  NIST's 
efforts  to  evaluate  ATP.^  We  concluded  that  it  was  too  early  to  determine  ATP's 
long-term  economic  impact.  However,  our  analysis  indicated  that  short-term  results 
that  NIST  had  identified  in  a  January  1  994  report  were  overstated  or  lacked  ade- 
quate support.  In  addition,  NIST's  proposed  use  of  technical  milestones  and  the 
number  of  collaborations  and  strategic  alliances  to  evaluate  ATP  may  create  false 
expectations  of  its  economic  success. 

As  shown  in  appendix  I,  ATP  is  just  one  of  several  federal  initiatives  that  support 
industrial  R&D  through  grants  or  cooperative  R&D  agreements.  The  administra- 
tion's fiscal  year  1996  budget  has  proposed  $4.8  billion  for  these  initiatives,  includ- 
ing $491  million  for  ATP.  Some  of  these  initiatives,  including  ATP,  require  partici- 
pants to  provide  a  substantial  portion  of  a  project's  costs,  and  many  R&D  projects 
involve  consortia  of  companies  within  an  industry.  For  example,  the  Advanced  Re- 
search Projects  Agency  (ARPA),  within  the  Department  of  Defense,  has  supported 
SEMATECH — a  consortium  of  11  major  semiconductor  manufacturers — by  providing 
up  to  about  50  percent  of  the  funds  for  its  R&D  activities.  SEMATECH'S  R&D  pro- 
gram was  designed  to  regain  U.S.  leadership  in  semiconductor  manufacturing  by  de- 
veloping advanced  semiconductor  equipment  and  reducing  costs  through  improved 
manufacturing  efficiency  and  product  quality. 

MEP 

Since  1988,  NIST  and  ARPA's  Technology  Reinvestment  Project  have  helped  cre- 
ate 42  MEP  centers  to  improve  the  competitiveness  of  U.S.  manufacturing  by  ad- 
vancing the  level  of  manufacturing  technology  used  by  small-  and  medium-sized 
U.S. -based  firms.  The  administration's  fiscal  year  1996  budget  proposal  of  $147  mil- 
lion would  transfer  funding  for  ARPA's  centers  to  NIST  and  increase  the  total  num- 
ber of  centers  to  90. 


^Performance  Measurement:  Efforts  to  Evaluate  the  Advanced  Technology  Program  (GAO/ 
RCED-95-68,  May  15,  1995). 
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The  Omnibus  Trade  and  Competitiveness  Act  of  1988  authorized  NIST  to  award 
funding  for  up  to  6  years  to  U.S. -based  nonprofit  organizations  for  estabhshing  and 
operating  Manufacturing  Technology  Centers,  the  predecessors  of  MEPs.  While 
NIST  could  provide  up  to  50  percent  of  an  MEP  center's  capital  and  annual  operat- 
ing and  maintenance  costs  during  the  center's  first  3  years,  the  center's  operator 
was  expected  to  contribute  increasing  percentages  of  the  costs  in  the  last  3  years. 
NIST's  declining  levels  of  funding  were  intended  to  ensure  that  the  centers  would 
no  longer  need  NIST  financial  support  by  the  seventh  year.  NIST  found,  however, 
that  revenues  generated  by  the  centers  would  not  be  sufficient  to  cover  the  costs 
of  providing  services  to  small  manufacturers.  In  response.  Congress,  in  Commerce's 
fiscal  year  1995  appropriation  allowed  NIST  to  provide  up  to  one-third  of  a  center's 
total  annual  costs  for  additional  periods  that  were  not  to  exceed  3  years  to  any  cen- 
ter, ^o  This  provision  changed  the  character  of  the  MEP  program  from  offering  time- 
limited  incentives  to  states  to  provide  technology  assistance  to  creating  a  possible 
longer  term  federal  role  in  providing  such  assistance. 

The  National  Oceanic  and  Atmospheric  Administration 

NOAA  is  the  largest  component  of  the  Department  of  Commerce,  with  fiscal  year 
1994  budget  obligations  of  about  $2.3  billion,  or  about  44  percent  of  Commerce's 
$5.3  billion  in  obligations.  NOAA  was  created  by  President  Nixon  in  1970  on  the 
basis  of  the  recommendation  of  the  Stratton  Commission  on  Marine  Science,  Engi- 
neering, and  Resources.  NOAA  was  the  organizational  recognition  that  the  oceans 
and  the  atmosphere  are  interacting  parts  of  the  total  environmental  system.  It 
pulled  together  scientific,  technological,  and  administrative  resources  from  various 
agencies  across  the  Federal  Government  in  the  belief  that  a  unified  approach  to  the 
oceans  and  the  atmosphere  was  needed  to  better  understand  and  respond  to  the 
total  environment  and  its  modification.  According  to  NOAA,  its  mission  is  to  con- 
serve and  manage  wisely  the  nation's  coastal  and  marine  resources  and  to  describe 
and  predict  changes  in  the  earth's  environment  to  ensure  sustainable  economic  de- 
velopment opportunities.  Key  programmatic  elements  of  NOAA  include  the  National 
Weather  Service,  the  National  Environmental  Satellite  and  Data  Information  Serv- 
ice (NESDIS),  the  National  Marine  Fisheries  Service  (NMFS),  the  Office  of  Oceanic 
and  Atmospheric  Research,  the  National  Ocean  Service,  and  Program  Support. 

As  we  reported  in  May  1995,  essentially  all  of  NOAA's  programs  and  activities 
are  classified  within  the  federal  budget  function  of  natural  resources  and  environ- 
ment and,  specifically,  the  subfunction  of  other  natural  resources,  ^i  Federal  agen- 
cies other  than  NOAA,  whose  budgets  are  similarly  classified,  include  the  U.S.  Geo- 
logical Survey,  the  Bureau  of  Mines,  and  a  small  portion  of  the  Bureau  of  Reclama- 
tion— all  in  the  Department  of  the  Interior.  Many  of  NOAA's  activities  involve  sci- 
entific research  and  the  assessment  and  application  of  research  results.  Some  of 
NOAA's  key  activities  include  the  collection  and  assessment  of  scientific  data  on  the 
condition  of  the  oceans  and  marine  species  and  the  climate  and  weather  patterns. 
Another  significant  NOAA  activity  is  the  management  and  protection  of  marine  spe- 
cies and  their  habitats. 

Our  examination  of  marine  species  research  and  management  activities  and  ocean 
research  activities  within  NOAA  showed  that  such  activities  are  supported  by  a 
number  of  NOAA's  organizational  components.  According  to  NOAA  officials,  re- 
search and  management  of  NOAA's  marine  species  efforts  supports  two  of  NOAA's 
strategic  goals — building  sustainable  fisheries  and  recovering  protected  species.  In 
its  fiscal  year  1996  budget  request,  funding  for  these  goals  would  amount  to  about 
$404  million  and  about  2,500  FTE  positions.  The  funds  and  staff  primarily  would 
go  to  NMFS  and,  to  a  lesser  extent,  the  Office  of  Oceanic  and  Atmospheric  Research, 
Program  Support,  and  NESDIS.  In  addition,  NOAA  activities  that  support  its  goal 
of  sustaining  healthy  coastal  ecosystems  also  contribute  to  the  management  of  ma- 
rine species  and  represent  about  $206  million  and  1,020  FTE  positions  in  the  budget 
request. 

The  budget  request  for  ocean  research  activities,  according  to  NOAA  officials,  to- 
tals about  $201  million,  and  these  activities  would  be  supported  by  about  640  FTE 
positions.  However,  these  figures  include  an  atmospheric  research  component. 
NOAA  officials  told  us  that  because  of  the  physical  relationship  between  the  ocean 
and  atmosphere,  it  is  not  realistic  to  separate  the  atmospheric  and  oceanic  compo- 
nents of  this  research. 

Our  limited  review  to  identify  other  federal  agencies  with  activities  similar  to 
those  of  NOAA  in  these  areas  showed  that  the  Department  of  the  Interior's  U.S. 


lop.L.  103-317. 
11GAO/AIMD-95-116FS,  May  10.  1995. 
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Fish  and  Wildlife  Service  (FWS)  carries  out  a  significant  effort  in  species  research 
and  management  and  is  supported  by  Interior's  National  Biological  Service.  In  addi- 
tion, our  review  showed  that  the  National  Science  Foundation,  the  Office  of  Naval 
Research,  the  Department  of  Energy,  Interior's  U.S.  Geological  Survey  and  Minerals 
Management  Service,  the  Environmental  Protection  Agency,  and  the  National  Aero- 
nautics and  Space  Administration  (NASA)  carry  out  ocean  research  activities.  I  will 
now  briefly  summarize  the  activities  of  NOAA  and  the  other  federal  agencies  in 
these  areas  and  offer  some  preliminary  observations  on  the  similarities  and  dif- 
ferences. 

Species  Research  and  Management 

NOAA's  species  research  and  management  function  primarily  is  centered  in 
NMFS.  Principal  NMFS  activities  to  build  sustainable  fisheries  and  recover  pro- 
tected species  include  scientific  information  collection  on  and  analysis  of  marine  spe- 
cies population  sizes  and  trends  and  habitat  needs  and  conditions,  enhancement  of 
species  habitats,  and  protection  of  specific  species  and  populations  of  species. 

With  regard  to  activities  to  recover  protected  species.  Interior's  FWS  and  NMFS 
share  responsibility  for  administering  two  key  species  protection  laws — the  Endan- 
gered Species  Act  and  the  Marine  Mammal  Protection  Act.  Although  FWS  carries 
out  species  research  and  management  activities  similar  to  NMFS,  it  directs  its  ac- 
tivities primarily  at  nonmarine  species.  However,  FWS  does  have  primary  protection 
responsibility  for  a  selected  number  of  marine  mammals;  and  in  the  case  of  sea  tur- 
tles, NMFS  has  protection  responsibilities  when  the  turtles  are  in  the  sea,  and  FWS 
assumes  responsibility  for  them  when  they  are  on  land. 

FWS  also  receives  scientific  information  from  Interior's  National  Biological  Serv- 
ice to  support  its  species  management  activities.  In  addition,  the  National  Biological 
Service  collects  data  on  the  distribution  and  interrelationships  of  species  protected 
under  the  two  by  species  protection  laws  as  well  as  information  on  the  effects  of 
Interior's  marine  mineral  development  efforts  on  marine  species. 

The  primary  distinction  between  the  species  protection  activities  of  NOAA  and  In- 
terior is  the  type  of  species  each  agency  focuses  on.  Marine  species  are  primarily 
under  the  purview  of  NOAA;  while  land  species,  birds,  and  fresh  water  species  are 
under  the  purview  of  Interior.  Other  than  this  distinction,  the  information  needs 
and  tasks  performed  in  managing  these  species  seem  quite  similar.  However,  NOAA 
activities  to  manage  marine  fisheries  for  the  purpose  of  ensuring  their  long-term 
commercial  viability  do  not  appear  similar  to  the  activities  of  Interior  and  involve 
international  relationships  without  an  Interior  counterpart. 

Ocean  Research 

NOAA's  activities  in  oceanic  and  atmospheric  research  are  to  support  improved 
weather  and  climate  services,  better  resource  management,  and  national  and  inter- 
national scientific  assessments  of  the  environment.  This  research  is  supported  by 
the  Office  of  Oceanic  and  Atmospheric  Research  and  the  National  Ocean  Service. 
Among  the  activities  carried  out  are  the  observation,  measurement,  and  assessment 
of  the  nation's  coastal  and  ocean  areas  as  well  as  the  undertaking  of  specific  studies 
to  provide  a  sound  scientific  basis  for  management  decisions. 

According  to  a  1992  National  Research  Council  study,  basic  ocean  research  activi- 
ties in  the  Federal  Government  have  been  primarily  carried  out  by  the  National 
Science  Foundation  and  the  Office  of  Naval  Research. ^2  The  National  Science  Foun- 
dation supports  ocean  research  with  specific  programs  for  areas  including  physical, 
chemical,  and  biological  oceanography;  marine  geology  and  geophysics;  and  ocean 
technology.  This  research  is  to  improve  knowledge  of  the  global  climate  system, 
coastal  environments,  processes  that  control  the  chemical  composition  and  motion 
of  ocean  waters,  the  nature  and  distribution  of  marine  organisms,  and  the  character 
of  the  ocean  floor.  The  Office  of  Naval  Research's  activities  focus  on  marine  geo- 
physics and  ocean  sciences.  Among  other  things,  this  office  supports  basic  research 
in  ocean  acou3tics  and  maintains  data  on  sea-floor  and  sea-surface  topography. 

Among  the  other  agencies  with  an  ocean  research  function,  Interior's  U.S.  Geologi- 
cal Survey  conducts  marine  and  coastal  geological  studies  in  basically  four  areas — 
environmental  quality  and  preservation,  natural  hazards  and  public  safety,  natural 
resources,  and  marine  and  coastal  information.  These  studies  are  to  support  deci- 
sions in  such  areas  as  the  protection  of  coastal  sea-floor  habitats,  the  assessment 
of  hazards  in  the  marine  and  coastal  realms,  and  the  improvement  of  coastal  ocean 
environmental  health.  Interior's  Minerals  Management  Service  supports  studies  in 
physical  oceanography,  offshore  geology,  and  marine  pollution. 


^^Oceanography  in  the  Next  Century:  Building  New  Partnerships,  National  Research  Council, 
Washington,  D.C.,  1992. 
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Finally,  the  Department  of  Energy  supports  marine  research  in  areas  such  as  sub- 
seabed  waste  disposal,  carbon  dioxide-related  research,  and  coastal  oceanography. 
The  Environmental  Protection  Agency's  research  supports  improvements  in  the  un- 
derstanding and  management  of  the  sources  of  pollutants  and  the  environments 
that  receive  wastes.  NASA's  ocean  research  activities  center  around  funding  for  con- 
struction, operation,  and  related  research  for  ocean  satellite  missions  and  the  collec- 
tion and  analysis  of  data  from  satellites. 

On  the  basis  of  descriptions  in  the  1992  National  Research  Council  study  discuss- 
ing ocean  research  activities  of  federal  agencies  and  selected  agency  budget  docu- 
ments, it  is  difficult  to  identify  clear  distinctions  between  the  activities  these  agen- 
cies are  carrying  out.  It  would  appear,  however,  that  federal  agencies  other  than  the 
National  Science  Foundation  are  conducting  specific  types  of  research  in  support  of 
their  respective  agency  missions.  A  more  detailed  examination  would  be  needed  to 
determine  the  extent  to  which  these  agencies'  research  efforts  overlap  or  supplement 
each  other  and  to  more  fully  understand  the  level  of  coordination  that  is  occurring. 

In  summary,  Mr.  Chairman,  while  reducing  the  budget  and  eliminating  redun- 
dancy are  driving  the  reorganization  agenda  for  the  moment,  difficult  choices  re- 
main for  defining  both  the  role  of  government  and  the  right  organizational  struc- 
tures for  delivering  services  to  the  public.  As  Congress  and  the  administration  con- 
tinue to  grapple  with  these  policy  choices,  particular  attention  should  be  paid  to  en- 
suring that  reorganization  approaches  are  coordinated  within  and  across  agency 
lines  and  based  on  clearly  articulated  and  agreed-upon  missions  and  goals.  Once  a 
reasonable  degree  of  consensus  on  goals  and  missions  is  achieved,  continued  atten- 
tion will  be  needed  to  ensure  that  proper  implementation  approaches  are  chosen  and 
that  programs  effectively  meet  their  missions.  Finally,  sustained  oversight  by  Con- 
gress is  needed  to  ensure  effective  implementation.  We  look  forward  to  continuing 
to  work  with  Congress  as  it  considers  opportunities  to  reorganize  and  streamline  the 
Federal  Government. 

This  concludes  my  prepared  statement.  Mr.  Chairman,  my  colleagues  and  I  would 
be  pleased  to  respond  to  any  questions. 
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APPENDIX  I  APPENDIX  I 

MAJOR  FEDERAL  INITIATIVES  THAT  SUPPORT  INDUSTRIAL  Ri&D 

Dollars  in  millions 

Proposed  budget 
Federal  initiatives  for  FY  1996 

Commerce/NIST 

Advanced  Technolog\  Program:    Provides  cost-shared  $491 

awards  to  industry  to  develop  high-risk 
technologies  v^ith  signiHcant  commercial  or 
economic  potential. 

Defense/ARPA 

TechnologA  Reinvestment  Project:    Provides  matching  500 

fund  awards  to  industry  to  develop  "dual-use" 
technologies  with  both  militar>  and  commercial 
applications  and  help  small  defense  firms  make  the 
transition  to  commercial  markets. 

SEMATECH:    Provides  grants  to  the  U.S.  semiconductor  industry  90 

with  the  domestic  capability  for  world  leadership  in  manufacturing. 


Energy' 


Cooperative  R&D  Agreements:    Transfers  technology  296' 

from  Energy  laboratories  by  collaborating  on  R&D  with 
industry  and  other  nonfederal  organizations. 


Transportation 


Next  Generation  High-Speed  Rail:    Provides  funding  to  59 

promote  industry  investment  in  futuristic, 
cost-effective  rail  technologies  through  the  use  of 
existing  infrastructure. 


NASA 


Aeronautics  Initiative:    Funds  high-speed  research  434 

and  advanced  subsonic  technologies  for  developing 
future  civilian  transport  and  reducing  costs. 
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Govemmentwide  Initiatives 

High  Performance  Computing  and  Communications:  1,142 

Provides  funds  to  ensure  U.S.  leadership  in 
information  and  communications  technologies  and 
helps  lay  the  technological  foundation  for  the  National 
Information  Infrastructure  initiative. 

National  Information  Infrastructure:    Funds  100 

research  and  advanced  communications  applications 
and  adopts  leading-edge  information  technologies. 

Partnership  for  a  New  Generation  of  Vehicles  (Clean  333 

Car):    Provides  funding  to  enhance  the  competitiveness 
of  the  U.S.  automobile  industrv  and  its  suppliers  and 
improve  environmental  quality. 

Construction  and  Building:    Provides  funds  to  improve  169 

the  productivity  and  safety  of  building  construction 
practices  and  the  affordability,  quality,  and 
environmental  characteristics  of  buildings. 

Phvsical  Infrastructure  for  Transportation:  321 

Provides  funding  to  improve  the  quality  and  lowers 

the  cost  of  building  and  maintaining  highways,  bridges,  ports, 

rail  lines,  airports,  and  other  parts  of  the  nation's  physical 

transportation  infrastructure. 

Small  Business  Innovation  Research  Program'':    Provides  900 

funding  to  strengthen  the  R&D  role  of  small, 
innovative  companies. 

Total  S4.835 

'Funding  in  Energy's  budget  specifically  designated  for  Cooperative  R&D  Agreements. 
In  addition,  Energv  laboratories  can  use  R&D  program  funds  to  support  Cooperative 
R&D  Agreement  projects. 

"Two  percent  of  extramural  R&D  for  11  federal  agencies. 

Sources:  GAO,  based  on  documents  from  agencies  and  discussions  with  officials. 
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Chairman  ROTH.  Thank  you,  Mr.  Stevens. 
Mr.  Mendelowitz? 

TESTIMONY  OF  ALLAN  I.  MENDELOWITZ,  MANAGING  DIREC- 
TOR, INTERNATIONAL  TRADE,  FINANCE,  AND  COMPETITIVE 
ISSUES,  U.S.  GENERAL  ACCOUNTING  OFFICE 

Mr.  Mendelowitz.  Thank  you,  Mr.  Chairman.  Thank  you  for  the 
opportunity  to  provide  views  on  how  the  proposals  to  aboHsh  the 
Commerce  Department  would  impact  the  Government's  ability  to 
fulfill  its  trade  responsibilities. 

As  you  requested,  I  am  submitting  my  full  statement  for  the 
record  and  will  make  a  few  summary  comments. 

Our  views  provided  today  are  based  on  well  over  a  decade  of 
work  on  trade  programs  across  the  Government.  There  are  four 
major  areas  of  Federal  trade  programs.  First  is  trade  policy,  includ- 
ing formulating  trade  policy,  setting  negotiating  priorities,  nego- 
tiating, and  monitoring  implementation  of  trade  agreements. 

The  second  is  trade  promotion,  involving  trade  facilitation 

Chairman  RoTH.  Could  I  ask  you  a  question? 

Mr.  Mendelowitz.  Yes. 

Chairman  RoTH.  I  quoted  earlier  from  a  letter  from  the  USTR 
where  Ambassador  Kantor  congratulated  Commerce  for  the  nego- 
tiating role  it  played  in  NAFTA  and  the  Uruguay  Round.  Does  that 
bother  you?  Theoretically,  USTR  is  responsible  for  policy  and  for 
negotiation,  whereas  the  international  trade  section  of  Commerce 
is  implementation  and  operation.  Did  that  come  within  your  pur- 
view of  your  study? 

Mr.  Mendelowitz.  What  we  have  found  over  the  years  is  that 
the  U.S.  Trade  Representative  fulfills  his  responsibilities  in  several 
ways.  One  is  by  chairing  the  interagency  committees  that  have  re- 
sponsibility for  formulating  U.S.  trade  negotiating  positions  and 
trade  policy,  and  secondly,  by  leading  negotiations,  primarily  in 
multilateral  fora,  such  as  the  General  Agreement  on  Tariffs  and 
Trade. 

But  in  a  whole  host  of  trade  negotiations,  both  multilateral  and 
bilateral,  we  found  that  USTR,  because  of  its  small  size,  relies  on 
assistance  from  a  whole  host  of  Government  agencies.  In  both  the 
current  GATT  round  and  in  the  NAFTA  negotiations,  as  well  as  a 
series  of  bilateral  agreements,  such  as  the  U.S.-E.U.  large  civil  air- 
craft agreement,  and  U.S. -Japan  agreements  on  telecommuni- 
cations and  auto  parts  and  related  issues,  USTR  has  been  assisted 
in  the  negotiating  process  by  officials  from  the  Departments  of 
Commerce,  Agriculture,  and  the  Treasury,  as  well  as  a  number  of 
other  agencies. 

Given  the  small  size  of  the  U.S.  Trade  Representative's  Office, 
given  its  limited  in-house  anal3rtical  support,  it  is  absolutely  essen- 
tial that  it  rely  on  other  agencies  in  the  Federal  Government  for 
both  analytical  support  as  well  as  actual  negotiations. 

Chairman  RoTH.  It  certainly  makes  sense  from  time  to  time  to 
borrow  from  others  where  you  do  not  have  adequate  resources,  but 
in  the  long  term,  are  you  saying  that  USTR  has  inadequate  re- 
sources to  discharge  its  responsibility? 

Mr.  Mendelowitz.  I  think  the  way  I  would  have  to  answer  that 
question  is  that  the  current  agenda  with  respect  to  setting  trade 
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policy,  negotiating  trade  agreements,  and  monitoring  and  enforcing 
trade  agreements,  requires  at  the  conceptual  level  input  from 
across  the  Government,  and  that  is  why  a  large  number  of  agen- 
cies, as  I  point  out  in  my  statement,  are  involved  in  the  inter- 
agency committees. 

Chairman  ROTH.  But  input  is  different  than  negotiation. 

Mr.  Mendelowitz.  Yes.  And  secondly,  because  of  the  breadth  of 
these  requirements,  USTR  at  its  current  staffing  level  just  does  not 
have  sufficient  resources. 

Chairman  Roth.  Please  continue. 

Mr.  Mendelowitz.  And  please  do  not  interpret  my  answer  as 
suggesting  that  the  solution  is  to  greatly  increase  the  size  of  USTR. 
If  you  look  at  recent  successes  in  the  NAFTA  and  Uruguay  Round 
GATT  negotiations,  the  negotiating  approach  required  participation 
by  a  large  number  of  Executive  Branch  agencies.  This  resulted  in 
negotiating  successes,  so  it  obviously  has  not  been  a  fatal  defect  if 
you  are  concerned  that  spreading  responsibility  amongst  multiple 
agencies  is  problematic. 

An3rway,  the  first  responsibility,  as  I  indicated,  is  trade  policy. 
The  second  is  trade  promotion,  including  matters  such  as  trade  fa- 
cilitation, advocacy,  and  export  finance.  The  third  is  trade  regula- 
tion, including  implementation  of  the  antidumping  and  countervail- 
ing duty  laws,  as  well  as  export  licensing.  The  fourth  is  the  collec- 
tion of  trade  and  international  investment  data,  and  their  analysis 
and  dissemination. 

Commerce  plays  important  roles  in  each  area,  either  directly 
through  Commerce  programs  or  through  participation,  as  I  indi- 
cated, in  the  network  of  interagency  committees  and  efforts  related 
to  trade. 

The  Department  of  Commerce  Dismantling  Act  would  eliminate 
some  of  Commerce's  trade  agencies  and  programs  and  transfer  the 
remainder  to  other  Federal  agencies.  We  believe  that  there  are  is- 
sues that  should  be  considered  with  respect  to  how  these  proposed 
changes  could  affect  the  conduct  of  certain  Federal  trade  respon- 
sibilities. 

For  example,  one  proposal  would  eliminate  lEP,  the  Inter- 
national Economic  Policy  country  desk  agency  at  ITA  and  Trade 
Development,  the  industry  desk  agency  in  ITA.  These  units,  lEP 
and  TD,  spend  about  half  their  time  on  trade  policy  development 
and  negotiations,  and  shutting  down  these  operations  could  ad- 
versely affect  the  U.S.  Trade  Representative,  which  relies  heavily 
on  these  Commerce  agencies  for  analytical  support  and  negotiating 
assistance. 

Another  provision  would  move  ITA's  Foreign  Commercial  Service 
and  the  Import  Administration  unit  to  the  Office  of  the  U.S.  Trade 
Representative.  These  agencies,  in  particular,  the  Foreign  Commer- 
cial Service,  are  large  line  organizations,  and  the  U.S.  Trade  Rep- 
resentative, as  befitting  its  small  size  and  lean  organizational 
structure,  has  minimal  administrative  capacity  to  deal  with  and  in- 
tegrate such  organizations. 

Another  provision  would  eliminate  the  domestic  district  offices 
that  are  currently  part  of  the  U.S.  Commercial  Service.  These  dis- 
trict offices  serve  as  a  link  between  the  U.S.  business  community 
and  the  Foreign  Commercial  Service  overseas,  and  along  with  TD 
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and  lEP,  task  the  Foreign  Commercial  Service  officers  and  recruit 
participants  in  Commerce's  trade  missions  and  trade  affairs.  With- 
out the  district  offices,  lEP  and  TD,  the  Unk  between  the  Foreign 
Commercial  Service  and  the  business  community  could  be  severed 
and  the  units  that  currently  task  the  FCS  officers  overseas  would 
be  eliminated. 

Another  provision  would  shift  export  licensing  from  the  Com- 
merce Department  to  the  Department  of  Defense.  Military  exports 
are  currently  licensed  by  the  State  Department.  What  Commerce 
licenses  are  civilian  products  that  can  have  military  applications, 
so-called  dual-use  products  and  technology. 

Decisions  on  licensing  such  products  have  always  involved  the 
balancing  of  national  security,  foreign  policy,  and  commercial  inter- 
ests. Eliminating  Commerce  and  shifting  this  licensing  responsibil- 
ity to  DOD  would  eliminate  the  structure  that  supports  this  bal- 
ancing of  interests. 

Next,  any  reorganization  should  hopefully  have  as  an  objective 
looking  for  opportunities  for  cost  savings.  If  you  look  at  the  current 
expenditure  of  the  Federal  Government  on  export  promotion  pro- 
grams, the  Commerce  Department  only  accounts  for  about  7  per- 
cent of  Government-wide  Federal  export  promotion  outlays.  The 
largest  share  of  expenditures,  in  the  70  to  75  percent  range  of  the 
total,  is  the  U.S.  Department  of  Agriculture. 

Any  trade  reorganization  proposal  that  has  as  an  objective  cost 
savings  should  look  more  broadly  at  trade  functions  across  the  Gov- 
ernment than  just  the  Department  of  Commerce,  and  in  my  state- 
ment I  have  listed  a  number  of  programs  where  we  found  gaps  be- 
tween the  objectives  of  the  programs  and  the  ability  of  the  pro- 
grams to  meet  those  objectives,  and  that  therefore  present  opportu- 
nities, we  believe,  for  cost  savings. 

In  conclusion,  the  proposed  legislation  to  abolish  Commerce  pro- 
vides the  Congress  the  opportunity  to  deliberate  on  which  trade 
functions  are  appropriate  for  the  Federal  Government  and  how 
these  agencies  can  be  best  organized  to  ensure  the  efficiency  and 
effectiveness  of  these  activities.  The  international  trade  responsibil- 
ities of  the  Federal  Government  are  important  enough  to  be  consid- 
ered on  their  own  merits.  Thank  you. 

[The  prepared  statement  of  Mr.  Mendelowitz  follows:] 

PREPARED  STATEMENT  OF  ALLAN  L  MENDELOWITZ 

SUMMARY 

To  assist  Congress  in  considering  the  Department  of  Commerce  Dismantling  Act 
(S.  929  and  H.R.  1756),  which  would  abolish  the  Department  of  Commerce,  elimi- 
nate some  of  its  functions,  and  place  the  remainder  in  other  government  agencies, 
GAO  reviewed  the  potential  effects  of  certain  provisions  on  federal  trade-related  ac- 
tivities. 

Many  federal  agencies  execute  U.S.  trade  responsibilities  through  an  extensive 
network  of  formal  and  informal  relationships.  Commerce  plays  an  important  role  in 
U.S.  government  efforts  to  (1)  formulate,  coordinate,  and  implement  U.S.  trade  pol- 
icy; (2)  promote  the  sale  of  U.S.  exports,  (3)  license  the  export  of  civilian  products 
that  may  have  military  applications;  and  (4)  compile  statistics  on  exports,  imports, 
shipping,  and  investments.  Because  of  this  role,  it  is  important  that  consideration 
be  given  to  the  effects  of  decisions  about  Commerce  on  current  intra-agency  and 
interagency  functions  and  working  relationships. 

In  this  regard,  GAO  raised  issues  for  consideration  about  how  some  provisions  of 
this  legislation,  in  their  present  form,  could  affect  the  conduct  of  certain  trade  re- 
sponsibilities. 
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— Eliminating  Commerce's  country-  and  industry-desk  offices  could  deprive  the 
U.S.  Trade  Representative  of  much  of  the  analytic  support  it  relies  on  to  formu- 
late trade  policy  and  U.S.  negotiating  strategies. 

— Administering  the  export  licensing  of  dual-use  commercial  products  has  always 
involved  a  balancing  of  national  security,  foreign  policy,  and  commercial  inter- 
ests. Consideration  should  be  given  as  to  whether  moving  Commerce's  export 
licensing  authority  (the  Senate  version  moves  it  to  the  Department  of  Defense 
and  the  House  version  moves  it  to  the  State  Department)  would  alter  the  nec- 
essary balancing  of  these  interests. 

— Eliminating  Commerce's  U.S.  Commercial  Service's  domestic  network  would 
sever  a  link  between  U.S.  businesses  and  commercial  officers  overseas. 

GAO  has  learned  from  its  observations  of  past  efforts  to  redesign  or  restructure 
government  that  five  key  principles  could  be  used  to  provide  a  framework  for  con- 
gressional deliberations  on  reorganizing  the  government  trade  agencies.  These  prin- 
ciples emphasize  the  demand  for  an  integrated  approach,  specific  goals,  the  right 
vehicle  for  accomplishing  the  goals,  careful  assessment  of  implementation  efforts, 
and  sustained  oversight  by  Congress. 


Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  be  here  today  to  discuss  the  potential  impact  on  managing  federal 
trade  responsibilities  of  proposals  ^  to  abolish  the  Department  of  Commerce,  elimi- 
nate some  of  its  component  parts,  and  relocate  the  remainder  to  other  government 
agencies. 

My  testimony  today  will  address  several  broad  trade-related  issues.  The  first  part 
of  my  statement  will  provide  some  context  by  discussing  (1)  the  basis  for  the  federal 
role  in  international  trade,  (2)  the  various  roles  played  by  Commerce  and  other  fed- 
eral agencies  involved  in  international  trade,  and  (3)  the  means  by  which  inter- 
agency mechanisms  help  integrate  federal  trade  activities. 

I  will  then  address  issues  related  to  the  current  proposals  for  eliminating  the  De- 
partment of  Commerce,  and  other  reorganization  matters.  Specifically,  I  will  discuss 
(1)  the  implications  of  legislation  recently  introduced  to  dismantle  the  Commerce 
Department  for  federal  implementation  of  the  trade  function,  (2)  the  opportunities 
for  cost  savings  in  the  international  trade  area,  and  (3)  a  conceptual  framework  that 
would  help  decisionmakers  identify  the  ramifications  and  ensure  the  success  of  any 
federal  restructuring  effort. 

My  remarks  today  are  based  on  over  a  decade  of  GAO  work  covering  a  wide  vari- 
ety of  trade-related  issues.  These  involved  export  promotion,  including  the  programs 
of  the  Commerce  Department,  the  U.S.  Department  of  Agriculture  (USDA),  the  U.S. 
Export-Import  Bank  (Eximbank),  the  Small  Business  Administration  (SBA),  and  the 
Trade  and  Development  Agency  (TDA);  major  trade  negotiations  and  agreements, 
such  as  the  North  American  Free  Trade  Agreement  (NAFTA)  and  the  General 
Agreement  on  Tariffs  and  Trade  (GATT);  trade  regulation,  including  antidumping 
and  countervailing  duty  matters;  export  licensing;  and  other  issues. 

The  Federal  Government's  Role  in  International  Trade 

The  role  of  the  Federal  Government  in  international  trade  originates  from  the 
U.S.  Constitution,  which  grants  to  Congress  broad,  comprehensive,  and  exclusive 
authority  to  regulate  commerce  with  foreign  nations.  Article  I,  section  8,  of  the  Con- 
stitution lists  specific  powers  of  Congress,  including  the  power  to  "lay  and  collect 
taxes,  duties,  imposts  and  excises  .  .  .  [and]  to  regulate  commerce  with  foreign  na- 
tions." While  Congress  has  clearly  retained  a  prime  role  in  international  trade  pol- 
icy, it  has  delegated  significant  authority  to  the  executive  branch.  For  example, 
since  1934,  Congress  has  delegated  to  the  President  authority  to  negotiate  inter- 
national trade  agreements  for  the  reduction  of  tariffs.  In  further  delegation  of  their 
responsibilities.  Congress  and  the  President  have  tasked  numerous  federal  agencies 
with  administering  a  wide  variety  of  trade  laws  and  programs. 

Federal  activities  in  international  trade  can  be  divided  into  four  major  areas: 
trade  policy;  export  promotion;  trade  regulation;  and  trade  data  collection,  analysis, 
and  dissemination.  (See  app.  I  for  a  discussion  of  federal  trade  responsibilities.)  The 
number  of  agencies  involved  and  the  need  for  and  use  of  interagency  coordination 


'  These  include  the  Department  of  Commerce  Dismantling  Act  (S.  929  and  H.R.  1756,  104th 
Cong.,  1st  sess.).  While  these  versions  are  very  similar,  they  are  not  identical.  Where  appro- 
priate, we  will  note  where  they  differ. 
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and  lEP,  task  the  Foreign  Commercial  Service  officers  and  recruit 
participants  in  Commerce's  trade  missions  and  trade  affairs.  With- 
out the  district  offices,  lEP  and  TD,  the  Unk  between  the  Foreign 
Commercial  Service  and  the  business  community  could  be  severed 
and  the  units  that  currently  task  the  FCS  officers  overseas  would 
be  eliminated. 

Another  provision  would  shift  export  licensing  from  the  Com- 
merce Department  to  the  Department  of  Defense.  Military  exports 
are  currently  licensed  by  the  State  Department.  What  Commerce 
licenses  are  civilian  products  that  can  have  military  applications, 
so-called  dual-use  products  and  technology. 

Decisions  on  licensing  such  products  have  always  involved  the 
balancing  of  national  security,  foreign  policy,  and  commercial  inter- 
ests. Eliminating  Commerce  and  shifting  this  licensing  responsibil- 
ity to  DOD  would  eliminate  the  structure  that  supports  this  bal- 
ancing of  interests. 

Next,  any  reorganization  should  hopefully  have  as  an  objective 
looking  for  opportunities  for  cost  savings.  If  you  look  at  the  current 
expenditure  of  the  Federal  Government  on  export  promotion  pro- 
grams, the  Commerce  Department  only  accounts  for  about  7  per- 
cent of  Government-wide  Federal  export  promotion  outlays.  The 
largest  share  of  expenditures,  in  the  70  to  75  percent  range  of  the 
total,  is  the  U.S.  Department  of  Agriculture. 

Any  trade  reorganization  proposal  that  has  as  an  objective  cost 
savings  should  look  more  broadly  at  trade  functions  across  the  Gov- 
ernment than  just  the  Department  of  Commerce,  and  in  my  state- 
ment I  have  listed  a  number  of  programs  where  we  found  gaps  be- 
tween the  objectives  of  the  programs  and  the  ability  of  the  pro- 
grams to  meet  those  objectives,  and  that  therefore  present  opportu- 
nities, we  believe,  for  cost  savings. 

In  conclusion,  the  proposed  legislation  to  abolish  Commerce  pro- 
vides the  Congress  the  opportunity  to  deliberate  on  which  trade 
functions  are  appropriate  for  the  Federal  Government  and  how 
these  agencies  can  be  best  organized  to  ensure  the  efficiency  and 
effectiveness  of  these  activities.  The  international  trade  responsibil- 
ities of  the  Federal  Government  are  important  enough  to  be  consid- 
ered on  their  own  merits.  Thank  you. 

[The  prepared  statement  of  Mr.  Mendelowitz  follows:] 

PREPARED  STATEMENT  OF  ALLAN  L  MENDELOWITZ 

SUMMARY 

To  assist  Congress  in  considering  the  Department  of  Commerce  Dismantling  Act 
(S.  929  and  H.R.  1756),  which  would  abolish  the  Department  of  Commerce,  elimi- 
nate some  of  its  functions,  and  place  the  remainder  in  other  government  agencies, 
GAO  reviewed  the  potential  effects  of  certain  provisions  on  federal  trade-related  ac- 
tivities. 

Many  federal  agencies  execute  U.S.  trade  responsibilities  through  an  extensive 
network  of  formal  and  informal  relationships.  Commerce  plays  an  important  role  in 
U.S.  government  efforts  to  (1)  formulate,  coordinate,  and  implement  U.S.  trade  pol- 
icy; (2)  promote  the  sale  of  U.S.  exports,  (3)  license  the  export  of  civilian  products 
that  may  have  military  applications;  and  (4)  compile  statistics  on  exports,  imports, 
shipping,  and  investments.  Because  of  this  role,  it  is  important  that  consideration 
be  given  to  the  effects  of  decisions  about  Commerce  on  current  intra-agency  and 
interagency  functions  and  working  relationships. 

In  this  regard,  GAO  raised  issues  for  consideration  about  how  some  provisions  of 
this  legislation,  in  their  present  form,  could  affect  the  conduct  of  certain  trade  re- 
sponsibilities. 
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— Eliminating  Commerce's  country-  and  industry-desk  offices  could  deprive  the 
U.S.  Trade  Representative  of  much  of  the  analytic  support  it  relies  on  to  formu- 
late trade  policy  and  U.S.  negotiating  strategies. 

— Administering  the  export  licensing  of  dual-use  commercial  products  has  always 
involved  a  balancing  of  national  security,  foreign  policy,  and  commercial  inter- 
ests. Consideration  should  be  given  as  to  whether  moving  Commerce's  export 
licensing  authority  (the  Senate  version  moves  it  to  the  Department  of  Defense 
and  the  House  version  moves  it  to  the  State  Department)  would  alter  the  nec- 
essary balancing  of  these  interests. 

— Eliminating  Commerce's  U.S.  Commercial  Service's  domestic  network  would 
sever  a  link  between  U.S.  businesses  and  commercial  officers  overseas. 

GAO  has  learned  from  its  observations  of  past  efforts  to  redesign  or  restructure 
government  that  five  key  principles  could  be  used  to  provide  a  framework  for  con- 
gressional deliberations  on  reorganizing  the  government  trade  agencies.  These  prin- 
ciples emphasize  the  demand  for  an  integrated  approach,  specific  goals,  the  right 
vehicle  for  accomplishing  the  goals,  careful  assessment  of  implementation  efforts, 
and  sustained  oversight  by  Congress. 


Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  be  here  today  to  discuss  the  potential  impact  on  managing  federal 
trade  responsibilities  of  proposals  ^  to  abolish  the  Department  of  Commerce,  elimi- 
nate some  of  its  component  parts,  and  relocate  the  remainder  to  other  government 
agencies. 

My  testimony  today  will  address  several  broad  trade-related  issues.  The  first  part 
of  my  statement  will  provide  some  context  by  discussing  (1)  the  basis  for  the  federal 
role  in  international  trade,  (2)  the  various  roles  played  by  Commerce  and  other  fed- 
eral agencies  involved  in  international  trade,  and  (3)  the  means  by  which  inter- 
agency mechanisms  help  integrate  federal  trade  activities. 

I  will  then  address  issues  related  to  the  current  proposals  for  eliminating  the  De- 
partment of  Commerce,  and  other  reorganization  matters.  Specifically,  I  will  discuss 
(1)  the  implications  of  legislation  recently  introduced  to  dismantle  the  Commerce 
Department  for  federal  implementation  of  the  trade  function,  (2)  the  opportunities 
for  cost  savings  in  the  international  trade  area,  and  (3)  a  conceptual  framework  that 
would  help  decisionmakers  identify  the  ramifications  and  ensure  the  success  of  any 
federal  restructuring  effort. 

My  remarks  today  are  based  on  over  a  decade  of  GAO  work  covering  a  wide  vari- 
ety of  trade-related  issues.  These  involved  export  promotion,  including  the  programs 
of  the  Commerce  Department,  the  U.S.  Department  of  Agriculture  (USDA),  the  U.S. 
Export-Import  Bank  (Eximbank),  the  Small  Business  Administration  (SBA),  and  the 
Trade  and  Development  Agency  (TDAj;  major  trade  negotiations  and  agreements, 
such  as  the  North  American  Free  Trade  Agreement  (NAFTA)  and  the  General 
Agreement  on  Tariffs  and  Trade  (GATT);  trade  regulation,  including  antidumping 
and  countervailing  duty  matters;  export  licensing;  and  other  issues. 

The  Federal  Government's  Role  in  International  Trade 

The  role  of  the  Federal  Government  in  international  trade  originates  from  the 
U.S.  Constitution,  which  grants  to  Congress  broad,  comprehensive,  and  exclusive 
authority  to  regulate  commerce  with  foreign  nations.  Article  I,  section  8,  of  the  Con- 
stitution lists  specific  powers  of  Congress,  including  the  power  to  "lay  and  collect 
taxes,  duties,  imposts  and  excises  .  .  .  [and]  to  regulate  commerce  with  foreign  na- 
tions." While  Congress  has  clearly  retained  a  prime  role  in  international  trade  pol- 
icy, it  has  delegated  significant  authority  to  the  executive  branch.  For  example, 
since  1934,  Congress  has  delegated  to  the  President  authority  to  negotiate  inter- 
national trade  agreements  for  the  reduction  of  tariffs.  In  further  delegation  of  their 
responsibilities,  Congress  and  the  President  have  tasked  numerous  federal  agencies 
with  administering  a  wide  variety  of  trade  laws  and  programs. 

Federal  activities  in  international  trade  can  be  divided  into  four  major  areas: 
trade  policy;  export  promotion;  trade  regulation;  and  trade  data  collection,  analysis, 
and  dissemination.  (See  app.  I  for  a  discussion  of  federal  trade  responsibilities.)  The 
number  of  agencies  involved  and  the  need  for  and  use  of  interagency  coordination 


^  These  include  the  Department' of  Commerce  Dismantling  Act  (S.  929  and  H.R.  1756,  104th 
Cong.,  1st  sess.).  While  these  versions  are  very  similar,  they  are  not  identical.  Where  appro- 
priate, we  will  note  where  they  differ. 
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mechanisms  differ  among  the  four  areas.  (See  app.  II  for  a  list  of  federal  agencies 
significantly  involved  in  international  trade.) 

Commerce  Plays  a  Large  Role  in  Federal  Trade  Activities 

Commerce  plays  an  important  role  in  U.S.  Government  efforts  to  formulate,  co- 
ordinate, and  implement  U.S.  trade  policy  and  programs  in  all  four  areas. 

Formulating  Trade  Policy 

As  an  advocate  for  commercial  interests,  with  which  it  interacts  on  a  daily  basis 
as  part  of  its  broad  trade  responsibilities,  Commerce  participates  in  federal  trade 
policy  deliberations,  trade  negotiations,  and  monitoring  implementation  of  trade 
agreements.  Trade  policy  deliberations  largely  take  place  in  the  Cabinet-level  Na- 
tional Economic  Council  (NEC),  sub-Cabinet-level  Trade  Policy  Review  Group 
(TPRG),  and  staff-level  Trade  Policy  Staff  Committee  (TPSC).  These  interagency  fo- 
rums have  a  combined  membership  of  24  agencies  and  other  members  and  are  sup- 
ported by  a  congressionally  mandated  private  sector  advisory  system.  Through  these 
forums,  the  Federal  agencies  seek  to  blend  their  many  views  into  one  coherent  pol- 
icy and  implementation  strategy.  (See  apps.  Ill  and  IV  for  lists  of  member  agencies 
to  NEC,  and  TPRG  and  TPSC,  respectively.) 

These  interagency  committees  work  with  information  and  analysis  largely  devel- 
oped by  federal  agencies  and  private  sector  organizations.  Staff  of  Commerce's  Inter- 
national Trade  Administration  (ITA)  provide  much  of  the  information  and  analysis 
that  support  the  formulation  of  trade  policy  and  the  U.S.  strategy  for  trade  negotia- 
tions. For  example,  the  Office  of  the  U.S.  Trade  Representative  (USTR)  relied  heav- 
ily on  Commerce's  country  desk  officers  to  provide  region-specific  analysis  for  use 
in  negotiating  NAFTA.  Commerce  staff  also  work  with  the  advisory  committees  rep- 
resenting exporter  and  industry  sector  concerns  that  contribute  to  the  formulation 
of  trade  policy.  In  addition.  Commerce  staff  participate  in  some  negotiations  and 
help  to  monitor  other  countries'  compliance  with  trade  agreements. 

Promoting  U.S.  Exports 

The  Commerce  Department  is  at  the  center  of  federal  efforts  to  promote  exports. 
The  Secretary  of  Commerce  chairs  the  Trade  Promotion  Coordinating  Committee 
(TPCC),  an  interagency  group  that,  since  1992,  has  been  required  by  statute  to  de- 
velop a  governmentwide  strategy  for  rationalizing  the  Federal  Grovernment's  nearly 
$3  billion  in  federal  export  programs.  (See  app.  V  for  a  list  of  member  agencies  to 
TPCC).  These  programs  include  efforts  to  provide  export  financing;  export-related 
information,  such  as  market  research  and  trade  leads;  export  "facilitation"  services, 
such  as-business  counseling;  and  other  support  services,  such  as  trade  missions  and 
advocacy  (i.e.,  support  by  top-level  federal  officials)  on  behalf  of  U.S.  exporters. 

In  May  1995  testimony, ^  we  reviewed  various  rationales  that  have  been  put  for- 
ward as  a  basis  for  the  Federal  Government's  role  in  promoting  the  sale  of  U.S.  ex- 
ports. Supporters  of  government  assistance  to  exporters  hold  that  "real  world"  devi- 
ations from  the  conditions  necessary  to  make  markets  work  efficiently  (i.e.,  "market 
failures")  provide  a  strong  justification  for  such  programs.  Supporters  also  cite  trade 
policy  objectives,  such  as  combating  foreign  export  price  subsidies,  as  justification 
for  government  support  for  exporters.  Opponents  hold  that  the  government  cannot 
do  better  than  the  market  and.  that  government  intervention  can  make  a  bad  situa- 
tion even  worse. 

Of  TPCC's  19  members,  three  agencies — USDA,  Commerce,  and  the  Eximbank — 
represented  over  90  percent  of  federal  spending  on  export  promotion  in  fiscal  year 
1994.  USDA  is  the  most  prominent  of  the  export  promotion  agencies,  having  spent 
about  $2  billion  in  fiscal  year  1994  for  export  information  and  export  facilitation 
services  and  financing  exports  of  agricultural  products.  The  Eximbank  obligated 
about  $980  million  during  fiscal  year  1994  for  its  export  loan,  loan  guarantee,  and 
insurance  programs;  and  related  administrative  costs. 

Commerce  spent  the  least  of  the  three  agencies — about  $233  million  in  fiscal  year 
1994  on  export  promotion-related  activities,  mostly  through  ITA.  Three  of  ITA's  four 
organizational  units — the  U.S.  Commercial  Service  (USCS),^  International  Economic 
Policy  (lEP — "country  desks"),  and  Trade  Development  (TD — "industry  desks") — pro- 
vide a  variety  of  export  information  and  facilitation  services  for  exporters  of  manu- 


2  See  our  May  1995  testimony.  Export  Promotion:  Rationales  for  and  Against  Government  Pro- 
grams and  Expenditures  (GAO/T-GGD-95-169,  May  23,  1995) 

3  Formerly  the  U.S.  and  Foreign  Commercial  Service. 
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factured  goods  and  services."  In  particular,  USCS  is  composed  of  a  worldwide  net- 
work of  134  overseas  offices  in  69  countries  that  provide  a  variety  of  services  to  U.S. 
business.  Commerce's  domestic  network  of  73  district  offices  and  export  centers 
serves  as  a  key  link  between  U.S.  businesses  and  the  overseas  offices.  In  addition 
to  ITA,  Commerce's  U.S.  Travel  and  Tourism  Administration  is  involved  in  another 
type  of  export  promotion  activity — promoting  foreign  tourism  in  the  United  States. 
Commerce  does  not  finance  exports. 

Regulating  Trade 

Commerce's  responsibilities  in  regulating  trade  include  licensing  exports,  admin- 
istering countervailing  duty  and  antidumping  laws,  and  implementing  import  re- 
strictions. 

Commerce  shares  responsibility  for  export  control  licensing  with  the  Department 
of  State.  Commerce's  Bureau  of  Export  Administration  (BXA)  licenses  the  export  of 
civilian  products  that  may  have  military  applications  (so-called  "dual-use"  goods), 
while  the  State  Department  licenses  the  export  of  military  goods.  For  dual-use 
items.  Commerce  is  responsible  for  receiving  applications,  reviewing  them,  referring 
them  to  other  agencies  when  appropriate  (such  as  the  Departments  of  Defense  and 
Energy),  receiving  advice  back  from  them,  and  conducting  dispute  resolution  pro- 
ceedings if  there  is  no  consensus.  Disagreements  between  agencies  on  export  control 
issues  are  to  be  dealt  with  through  an  interagency  process.  BXA  also  has  a  staff 
responsible  for  investigating  violations  of  export  control  laws. 

Commerce  shares  responsibility  with  the  International  Trade  Commission  (ITC) 
for  administering  countervailing  duty  and  antidumping  laws.  Under  these  laws,  the 
U.S.  Government  can  place  a  duty  on  imports  of  goods  that  are  being  unfairly  sub- 
sidized or  "dumped"  (i.e.,  unfairly  sold  below  market  prices)  in  the  United  States 
to  the  detriment  of  U.S.  firms.  ITA's  Import  Administration  ^  unit  is  responsible  for 
determining  whether  subsidization  or  dumping  has  taken  place  while,  in  a  parallel 
proceeding,  ITC  seeks  to  determine  whether  injury  or  the  threat  of  injury  has  oc- 
curred to  U.S.  firms  as  a  result  of  the  subsidies  or  dumping.  If  subsidization  or 
dumping  and  injury  exist,  then  duties  are  to  be  imposed  on  the  importers. 

Commerce  chairs  the  interagency  Committee  for  the  Implementation  of  Textile 
Agreements  (CITA),  comprised  of  USTR  and  the  Departments  of  State,  the  Treas- 
ury, and  Labor.  ITA's  Office  of  Textiles  and  Apparel  has  a  staff  of  about  40  that 
supports  CITA's  operations,  including  monitoring  textile  imports  and  domestic  pro- 
duction data.  Since  its  establishment  in  1972,  CITA  has  supervised  the  implementa- 
tion of  textile  agreements  and  proposed  and  implemented  textile  and  apparel  import 
restraints.  It  currently  is  charged  with  overseeing  the  GATT  Uruguay  Round  Agree- 
ment on  Textiles  and  Clothing,  which  provides  for  the  integration  of  textile  and  ap- 
parel products  into  normal  trade  rules  by  2005  and  allows  the  imposition  of  interim 
import  restraints. 

Commerce  also  provides  information  and  analyses  that  USTR  uses  in  performing 
investigations  into  other  unfair  trade  practices.  Under  section  301  of  the  Trade  Act 
of  1974  (Public  Law  93-618,  Jan.  3,  1975),  as  amended,  USTR  can  investigate  al- 
leged unfair  trade  practices  and  recommend  imposing  import  restrictions  on  the 
goods  and  services  of  foreign  countries  that  are  using  unfair  practices  that  are  found 
to  harm  U.S.  interests.  USTR  looks  to  Commerce  to  generate  much  of  the  informa- 
tion and  analyses  that  serve  as  the  basis  for  these  investigations. 

Trade  and  Investment  Data  Collection,  Analysis  and  Dissemination 

Several  federal  agencies  collect,  analyze,  and  disseminate  international  trade  and 
investment  data  that  serve  as  a  basis  both  for  federal  decisions  on  trade  matters 
and  business  decisions  on  exporting  and  importing.  The  Treasury  Department's  Cus- 
toms Service  generates  basic  trade  data  from  documents  provided  by  importers  and 
exporters.  Within  Commerce,  the  Bureau  of  the  Census,  the  National  Technical  In- 
formation Service,  and  the  Bureau  of  Economic  Analysis  (BEA)  compile  current  sta- 
tistics on  exports,  imports,  shipping,  and  investment.  Several  agencies,  including  the 
Departments  of  Agriculture,  Commerce,  Labor,  the  Treasury,  and  ITC,  analyze  and 
disseminate  this  information. 


*  Commerce's  export  promotion  programs  involve  offering  business  counseling,  training,  and 
help  with  finding  overseas  representation,  as  well  as  providing  market  research  information  and 
trade  fair  opportunities. 

^Commerce's  Import  Administration  unit  also  administers  other  import  programs,  such  as 
those  under  the  machine  tool  and  semiconductor  agreements  with  Japan. 
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Interagency  Mechanisms  Are  Used  to  Coordinate  Trade  Activities 

Federal  agencies  execute  U.S.  trade  responsibilities  through  an  extensive  network 
of  formal  and  informal  interagency  relationships.  In  trade  policy,  federal  agencies 
have  used  a  long-standing  interagency  process  to  reach  consensus  on  trade  issues. 
In  export  promotion,  federal  agencies  use  a  fairly  new  and,  as  a  result,  still  evolving 
interagency  process  to  integrate  their  export  strategies  and  coordinate  their  activi- 
ties. In  trade  regulation  (e.g.,  antidumping  and  countervailing  duties  and  export 
controls)  and  trade  data  collection  and  dissemination,  fewer  agencies  are  involved 
and,  with  regard  to  the  former,  the  laws  and  regulations  more  clearly  delineate  re- 
sponsibilities. 

On  the  basis  of  recent  work  in  three  of  these  areas — trade  policy;  export  pro- 
motion; and  trade  data  collection,  analysis,  and  dissemination — I  would  like  to  share 
with  you  our  views  on  these  interagency  mechanisms. 

Trade  Policy 

In  the  area  of  trade  policy,  the  interagency  decision-making  process  has  evolved 
over  a  20-year  period  into  a  sophisticated  mechanism  for  transforming  the  often  dis- 
parate views  of  multiple  agencies  into  a  uniform  U.S.  trade  policy.  Trade  agencies 
have  used  the  interagency  decision-making  process  to  attain  several  major  achieve- 
ments. Chief  among  these  achievements  have  been  the  successful  conclusion  of  the 
negotiations  leading  to  the  NAFTA  agreement  and  the  GATT  Uruguay  Round  agree- 
ments. We  have  reported^  that,  while  these  accords  were  extremely  complex  and 
difficult  to  negotiate,  both  can  be  expected  to  benefit  the  United  States. 

Our  work  on  international  trade  agreements  also  highlighted  the  importance  of 
monitoring  and  enforcing  foreign  government  compliance  with  their  commitments  in 
order  to  ensure  that  U.S.  firms  obtain  anticipated  benefits.  Despite  negotiating  suc- 
cesses, our  past  work  demonstrates  that  the  federal  agencies  responsible  for  mon- 
itoring and  enforcing  trade  agreements — primarily  USTR,  Commerce,  and  State — 
often  experienced  difficulty  with  their  implementation,  which  can  require  substan- 
tial investments  of  resources  and  coordination  among  agencies.  For  example,  we  re- 
ported on  monitoring  and  enforcement  problems  with  respect  to  the  GATT  Tokyo 
Round  Government  Procurement  Agreement,  Voluntary  Restraint  Agreements  on 
steel  and  machine  tool  imports,  and  the  U.S. -European  Union  Civil  Aircraft  agree- 
ment.'^ 

Export  Promotion 

In  export  promotion,  the  interagency  decision-making  mechanism  remains  in  its 
formative  stages.  During  1991-92,  our  work  found  a  federal  export  promotion  effort 
that  was  fragmented  among  10  agencies  and  lacked  any  governmentwide  strategy 
or  priorities.  We  reported^  that  federal  efforts  in  this  area  suffered  from  ineffi- 
ciency, overlap,  duplication,  and  apparent  funding  anomalies  that  increased  costs 
and  undermined  the  effectiveness  of  export  promotion  activities.  For  example,  the 
Federal  Government  at  the  time  maintained  a  fragmented  and  inefficient  service  de- 
livery network  that  likely  confused  and  discouraged  U.S.  firms  that  were  seeking 
export  assistance. 

In  October  1992,  Congress  passed  legislation  to  address  these  problems.  Title  II 
of  the  Export  Enhancement  Act  of  1992  (Public  Law  102-429,  Oct.  21,  1992)  did  not 
reorganize  federal  export  promotion  agencies  but,  instead,  created  an  interagency 
mechanism  through  which  the  administration,  woricing  closely  with  Congress,  might 
rationalize  and  strengthen  federal  efforts  to  promote  exports.  This  legislation  codi- 
fied the  interagency  TPCC  and  tasked  it  to  issue  a  report  by  September  30,  1993, 
(and  annually  thereafter)  describing  a  governmentwide  strategic  plan  for  federal  ex- 
port promotion  activities  and  its  implementation.  The  strategy  was  to  articulate  gov- 


^  See  our  September  1993  testimony,  North  American  Free  Trade  Agreement:  A  Focus  on  the 
Substantive  Issues  (GAO/T-GGD-93-44,  Sept.  21,  1993),  and  our  February  1994  testimony. 
International  Trade:  Observations  on  the  Uruguay  Round  Agreement  (GAO/T-GGD-94-98,  Feb. 
22,  1994) 

■^  See,  for  instance,  The  International  Agreement  on  Government  Procurement:  An  Assessment 
of  Its  Commercial  Value  and  U.S.  Government  Implementation  (GAO/NSIAD-84-117,  July  16, 
1984),  International  Procurement:  Problems  in  Identifying  Foreign  Discrimination  Against  U.S. 
Companies  (GAO/NSIAD-90-127,  April  5,  1990),  International  Trade:  Administration  of  Short 
Supply  in  Steel  Import  Restraint  Agreements  (GAO/NSIAD-89-166,  June  5,  1989),  and  Inter- 
national Trade:  Long-Term  Viability  of  U.S. -European  Union  Aircraft  Agreement  Uncertain 
(GAO/GGD-95-45,  Dec.  19,  1994). 

8  See,  for  example,  Export  Promotion:  Federal  Programs  Lack  Organizational  and  Funding  Co- 
hesiveness  (GAO/NSIAD-92-49,  Jan.  10,  1992),  and  our  August  1992  testimony,  Export  Pro- 
motion: Federal  Approach  Is  Fragmented  (GAO/GGD-92-68,  Aug.  10,  1992). 
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ernmentwide  federal  export  promotion  priorities  and  present  a  unified  budget  pro- 
posal to  the  President  based  on  those  priorities. 

We  have  monitored  TPCC  activities  since  passage  of  the  legislation.  USDA,  which 
commands  by  far  the  largest  portion  of  the  federal  export  promotion  budget,  at  least 
initially  withheld  full  participation  in  TPCC  deliberations.  Even  those  agencies  fully 
participating  are  experiencing  difficulty  blending  their  separate  views  into  a  unified 
export  promotion  strategy.  In  testimony, ^  we  characterized  the  TPCC's  first  annual 
report,  issued  September  30,  1993,  as  a  work  in  progress.  This  annual  report,  as 
well  as  the  1994  update,  did  not  establish  governmentwide  export  promotion  prior- 
ities nor  a  unified  export  promotion  budget  proposal.  We  believe  that  both  are  nec- 
essary to  move  the  interagency  coordination  process  forward  as  a  vehicle  for  improv- 
ing the  effectiveness  and  efficiency  of  federal  export  promotion  efforts. 

Despite  the  absence  of  governmentwide  priorities  and  a  unified  budget  proposal, 
the  TPCC  reports  contained  65  recommendations  for  improving  federal  export  pro- 
motion efforts.  These  included  several  recommendations  for  major  improvements,  as 
well  as  many  others  that  called  for  incremental  innovations  that,  if  taken  together, 
would  add  to  meaningful  change.  Several  are  well  into  implementation,  such  as  (1) 
establishment  of  a  federal  advocacy  center  and  network  through  which  high-level 
federal  officials  can  intercede  on  behalf  of  U.S.  firms  seeking  export  contracts  and 
(2)  creation  of  a  network  of  U.S.  Export  Assistance  Centers,  which  combines  the  do- 
mestic service  delivery  networks  of  Commerce,  the  Eximbank,  and  the  SBA  into 
"one-stop  shops." 

Trade  and  Investment  Data  Collection,  Analysis,  and  Dissemination 

A  number  of  federal  agencies  are  responsible  for  collecting  international  trade  and 
investment  data.  Laws  and  regulations  to  protect  confidentiality  restrict  sharing  of 
data,  both  within  and  among  agencies.  A  recent  initiative  to  create  interagency  ties 
has  improved  the  quality  of  federal  information  on  foreign  direct  investment  in  the 
United  States  (FDIUS).  Commerce  is  the  principal  federal  agency  responsible  for 
collecting  data  on  FDIUS.  To  improve  the  quality  of  these  data  and  enhance  ana- 
lysts' ability  to  assess  the  impact  of  that  investment  on  the  U.S.  economy,  the  For- 
eign Direct  Investment  and  International  Data  Improvements  Act  of  1990  (Public 
Law  101-533,  Nov.  7,  1990)  was  enacted.  This  legislation  authorized  Commerce's 
BEA  to  share  confidential  data  on  FDIUS  with  Commerce's  Bureau  of  the  Census 
and  the  Department  of  Labor's  Bureau  of  Labor  Statistics  (BLS),  and  authorized 
Census  to  share  data  with  BEA. 

Without  imposing  any  additional  reporting  burdens  on  survey  respondents, i°  the 
agencies  involved  have  generated  new  data  that  provide  a  richer  description  of  the 
characteristics  and  operations  of  affiliates  of  foreign  firms  operating  in  the  United 
States  and  enable  analysts  to  draw  more  meaningful  comparisons  between  such  af- 
filiates' operations  and  those  of  U.S.  firms.  For  example,  by  comparing  the  market 
and  employment  shares  of  foreign-owned  establishments  with  those  of  U.S.  estab- 
lishments. Commerce  has  been  able  to  respond  to  concerns  about  the  possibility  that 
foreign  investors  might  be  acquiring  a  disproportionate  amount  of  ownership  in  cer- 
tain U.S.  industries. 

Issues  for  Consideration  About  the  Impact  of  Abolishing  Commerce  on 
Managing  the  Federal  Government's  Trade  Responsibilities 

The  Department  of  Commerce  Dismantling  Act,  which  was  recently  introduced  in 
both  the  Senate  and  House  of  Representatives,  would  abolish  the  Commerce  Depart- 
ment, eliminate  several  of  its  component  parts,  and  transfer  the  remainder  to  other 
federal  agencies.  We  believe  there  are  issues  that  should  be  considered  about  how 
some  provisions  of  this  legislation,  in  their  present  form,  could  affect  the  conduct 
of  certain  federal  trade  responsibilities. 

Certain  provisions  that,  in  their  present  form,  could  have  an  adverse  effect  on 
trade  policy-making  and  negotiations  call  for  immediate  elimination  of  ITA's  lEP 
(country  desk)  and  eventual  elimination  of  its  TD  (industry  desk)  offices.  These  of- 


8  See  our  July  1993  testimony,  Export  Promotion  Strategic  Plan:  Will  It  Be  a  Vehicle  for 
Change?  (GAO/T-GGD-93-43,  July  26,  1993);  September  1993  testimony.  Export  Promotion: 
Initial  Assessment  of  Governmentwide  Strategic  Plan  (GAO/T-GGD-93-48,  Sept.  29,  1993);  and 
October  1993  testimony,  Export  Promotion:  Governmentwide  Plan  Contributes  to  Improvements 
(GAO/T-GGD-94-35,  Oct.  26,  1993). 

10  Data  provided  by  Commerce  and  BLS  officials  show  that  from  1991  to  1995,  the  BEA-Cen- 
sus  and  BEA-BLS  data  link  pr<Jjects  have  been  conducted  at  an  average  annual  cost  of  about 
$1.2  million. 
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fices  devote  almost  half  their  time  to  supporting  USTR  trade  policy  activities.  ^^ 
Eliminating  these  offices  would  deprive  USTR  of  much  of  the  analytic  support  that 
it  needs  to  formulate  trade  policy  and  U.S.  negotiating  strategy.  USTR  has  fewer 
than  170  staff  and,  at  this  staffing  level,  will  continue  to  need  to  rely  on  others  for 
analytic  support.  With  lEP  and  TD  eliminated,  it  is  not  clear  who  within  or  outside 
of  government  would  be  able  to  perform  this  work  for  USTR. 

Another  provision  would  transfer  the  foreign  operations  of  USCS  and  Commerce's 
Import  Administration  to  USTR.  While  such  a  move  might  serve  to  better  integrate 
export  promotion  and  trade  regulation  with  trade  policy,  it  is  also  important  to  con- 
sider the  impact  this  might  have  on  USTR.  USCS  employs  overseas  about  800  com- 
mercial officers  and  Foreign  Service  national  employees  in  134  offices  worldwide. 
Managing  this  network  is  a  highly  complex  logistical  undertaking,  especially  consid- 
ering that  commercial  officers  tend  to  relocate  every  few  years.  Grafting  this  larger 
organization  onto  USTR  could  divert  USTR's  attention  from  fulfilling  its  current  re- 
sponsibilities. 

Another  provision  would  eliminate  the  USCS'  domestic  network.  The  domestic  of- 
fice staff  often  serve  as  a  link  between  U.S.  businesses  seeking  information  and 
analysis  on  foreign  country  markets  and  commercial  officers  overseas  who  can  pro- 
vide the  needed  information.  Domestic  office  and  country  and  industry  experts  also 
help  organize  and  recruit  companies  for  overseas  trade  missions  and  trade  events 
that  are  supported  by  USCS  commercial  staff  Thus,  totally  eliminating  the  USCS' 
domestic  network,  as  well  as  the  lEP  country  desks  and  TD  industry  desks,  would 
abolish  the  offices  that  task  the  USCS'  overseas  commercial  network  and,  as  a  re- 
sult, would  effectively  sever  the  link  between  Commerce's  foreign  network  and  U.S. 
firms. 

The  Department  of  Commerce  Dismantling  Act  would  also  split  Commerce's  ex- 
port control  function.  The  Senate  bill  transfers  Commerce's  export  licensing  author- 
ity to  the  Defense  Department,  and  the  House  bill  transfers  it  to  the  State  Depart- 
ment. Both  bills  would  transfer  Commerce's  export  controls  enforcement  operations 
to  the  Treasury  Department,  where  they  would  be  performed  by  the  Customs  Serv- 
ice. Administering  the  export  licensing  of  dual-use  commercial  products  has  always 
involved  a  balancing  of  national  security,  foreign  policy,  and  commercial  interests. 
Therefore,  consideration  should  be  given  to  whether  placing  Commerce's  licensing 
authority  for  such  products  in  either  the  Defense  or  State  Departments  might  alter 
the  necessary  balancing  of  interests. 

Opportunities  for  Cost  Savings  in  Trade  Programs 

When  restructuring  the  federal  trade  function,  opportunities  for  cost  savings  are 
an  important  consideration.  In  the  area  of  export  promotion,  the  greatest  potential 
for  cost  savings  is  at  USDA.  In  1991,  we  conducted  the  first  review  of  how  federal 
resources  to  support  exports  were  being  spent  across  the  government.  We  reported 
(see  fn.  8)  that,  in  fiscal  year  1991,  USDA  received  about  74  percent  of  federal  out- 
lays in  support  of  exporting  and  approximately  45  percent  of  the  export  credit  made 
available  by  federal  agencies.  Yet  agricultural  exports  accounted  for  about  10  per- 
cent of  U.S.  exports.  In  contrast,  Commerce  received  approximately  7  percent  of  fed- 
eral export  promotion  outlays  during  that  period.  Therefore,  any  reorganization  of 
the  trade  function  that  has  cost  savings  as  a  goal  should  also  include  agencies  other 
than  Commerce. 

According  to  our  work,  savings  could  be  achieved  in  these  areas: 

1.  Public  Law  480  Title  1  Food  Aid:  Public  Law  480  title  1  food  aid  has  both  eco- 
nomic development  and  market  development  objectives.  We  recently  reported  ^^ 
that  Public  Law  480  title  1  food  aid  contributed  only  minimally  to  economic 
development  in  beneficiary  countries  and  that  its  contribution  to  long-term 
market  development  for  U.S.  agricultural  commodities  had  not  been  dem- 
onstrated. Funding  for  the  Public  Law  480  title  1  food  aid  program  was  $291.3 
million  in  fiscal  year  1995. 

2.  Cargo  Preference  Requirements  for  Food  Aid:  Current  statutes  require  that  at 
least  75  percent  of  food  aid  cargoes  be  transported  on  U.S. -flag  ships.  The  aver- 
age cost  of  using  these  ships  is  significantly  higher  than  those  of  foreign-flag 


^^  Assessment  of  Commerce's  Efforts  in  Helping  U.S.  Firms  Meet  the  Export  Challenges  of  the 
1990s,  U.S.  Department  of  Commerce,  Office  oflnspector  General,  IRM-4523  (Washington,  D.C.: 
U.S.  Government  Printing  Office,  Mar.  17,  1993),  pp.  31-7. 

^^Food  Aid:  Competing  Goals  and  Requirements  Hinder  Title  I  Program  Results  (GAO/GGD- 
95-68,  June  26,  1995). 
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vessels.  In  a  1994  study,  ^^  we  reported  that  the  application  of  the  cargo  pref- 
erence requirement  to  food  aid  contributed  minimally  to  realizing  the  objectives 
of  section  101  of  the  Merchant  Marine  Act  of  1936,  as  amended  (46  U.S.C. 
Appx.  1101).  Funding  for  the  cargo  preference  requirement  has  averaged  about 
$200  million  annually  in  recent  years. 

3.  Market  Promotion  Program:  This  USDA  program  provides  funding  for  not-for- 
profit  associations  for  the  promotion  of  U.S.  products  in  foreign  markets.  The 
funds  can  be  used  either  by  the  industry  associations  or  passed  along  to  for- 
profit  companies  to  advertise  their  brand-name  products  in  foreign  markets. 
We  reported  in  1993  !■*  that  some  of  this  funding  is  being  used  by  large  cor- 
porations (e.g.,  Gallo  Wines  and  M«&M  Mars)  that  appear  to  have  no  need  for 
taxpayer  funding  to  promote  the  sale  of  their  products.  We  also  reported  that 
some  industry  associations  appear  to  have  the  ability  to  generate  funds  from 
their  membership  to  promote  their  commodities  overseas.  Funding  for  the  Mar- 
ket Promotion  Program  was  $85.5  million  in  fiscal  year  1995. 

4.  Export  Enhancement  Program:  This  program  was  created  in  1985  to  counter 
European  Community  (now  European  Union)  agricultural  export  subsidies,  re- 
gain market  share  for  U.S.  agricultural  exporters,  and  pressure  the  European 
Community  to  negotiate  a  reduction  in  or  elimination  of  agricultural  export 
subsidies.  The  recently  completed  GATT  Uruguay  Round  agreements  require 
signatories  to  reduce  agricultural  subsidies  and  commit  themselves  to  conduct 
further  negotiations  aimed  at  achieving  additional  reductions  in  subsidized  ag- 
ricultural exports.  Compliance  with  this  agreement  restrains  European  Union 
spending  on  agricultural  export  subsidies.  In  1993,  the  EU  spent  $11.7  billion 
for  direct  export  subsidies.  Funding  for  the  Export  Enhancement  Program  was 
$800  million  in  fiscal  year  1995. 

5.  General  Sales  Manager  (GSM)  Export  Credit  Guarantee  Programs:  USDA  is 
statutorily  required  to  make  available  not  less  than  $5.5  billion  a  year  in  ex- 
port credit  guarantees  (under  the  GSM-102  and  GSM-103  programs)  for  the 
export  of  U.S.  agricultural  commodities.  We  reported  in  1992  ^^  that  borrowers 
of  these  funds  were  generally  from  developing  countries  that  were  fairly  high 
credit  risks.  As  a  result,  guaranteeing  loans  under  these  programs  was  quite 
costly  because  of  the  risk  of  default.  Savings  could  be  realized  in  these  pro- 
grams by  reducing  the  credit  guarantees  made  available  to  the  most  risky  bor- 
rowers and,  thereby,  reducing  the  risk  of  default  on  the  part  of  the  program's 
beneficiaries. 

A  Framework  for  Reorganization 

On  May  17,  1995,  the  Comptroller  General  testified  before  this  Committee  on  is- 
sues and  principles  Congress  might  use  in  efforts  to  restructure  the  Federal  Govern- 
ment. ^^  He  listed  five  key  lessons  learned  from  our  observations  of  past  efforts  to 
reorganize  or  restructure  government,  both  within  and  outside  the  United  States. 
We  believe  that  these  principles  are  useful  as  a  structure  for  understanding  the  is- 
sues surrounding  current  proposals  to  eliminate  Commerce  and  their  impact  on  fed- 
eral trade  activities. 

The  principles  are  as  follows: 

1.  Reorganization  demands  an  integrated  approach.  The  interconnectedness  of 
federal  structures  and  activities  should  not  be  underestimated.  Reorganizations 
that  do  not  consider  the  broader  picture  could  create  unintended  consequences 
for  the  future. 

2.  Reorganization  plans  should  be  designed  to  achieve  specific,  identifiable  goals. 
Reorganization  efforts  are  better  served  if  specific  goals  are  identified.  Even  if 
decisionmakers  find  it  difficult  to  reach  a  shared  understanding  of  goals,  cer- 
tain overarching  goals  should  be  kept  in  mind.  These  include  the  need  to  create 
a  structure  that  operates  efficiently,  economically,  flexibly,  and  in  a  business- 
like manner  with  full  accountability. 


^^  Cargo  Preference  Requirements:  Objectives  Not  Significantly  Advanced  When  Used  in  U.S. 
Food  Aid  Programs  (GAO/GGD-94-215,  Sept.  29,  1994). 

^'^ International  Trade:  Changes  Needed  to  Improve  Effectiveness  of  the  Market  Promotion  Pro- 
gram (GAO/GGD-93-125,  July  7,  1993),  and  Small  Business  Participation  in  MPP  (GAO/GGD- 
93-42R,  May  19,  1993). 

^^Loan  Guarantees:  Export  Credit  Guarantee  Programs'  Costs  Are  High  (GAO/GGD-93-45, 
Dec.  22,  1992) 

'^See  our  May  1995  testimony,  Government  Reorganization:  Issues  and  Principles  (GAO/T- 
GGD/AIMD-95-166,  May  17,  1995). 
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3.  Once  the  goals  are  identified,  the  right  vehicle(s)  must  be  chosen  for  accomplish- 
ing them.  Deliberations  on  government  reorganization  often  include  a  discus- 
sion on  the  role  of  the  Federal  Government  and  how  that  role,  if  any,  should 
be  exercised. 

4.  Implementation  is  critical  to  the  success  of  any  reorganization.  No  matter  what 
decisions  are  made  about  how  to  reorganize  the  trade  function,  fulfilling  the 
promise  of  any  new  plan  will  depend  on  its  implementation.  Assessing  imple- 
mentation will  require  that  trade  agencies  have  the  basic  program  and  finan- 
cial information  needed  to  gauge  progress,  improve  performance,  and  establish 
accountability. 

5.  Oversight  is  needed  to  ensure  effective  implementation.  The  process  of  reor- 
ganizing government  should  not  stop  when  a  plan  is  adopted.  It  is  important 
that  Congress  continue  to  play  a  significant  role  in  both  its  legislative  and 
oversight  capacities  to  establish,  monitor,  and  maintain  both  governmentwide 
and  agency-specific  management  reforms. 

CONCLUSIONS 

The  proposed  legislation  for  abolishing  the  Department  of  Commerce  provides 
decisionmakers  the  opportunity  to  deliberate  on  which  trade  functions  are  appro- 
priate for  the  Federal  Government,  who  in  government  should  perform  these  func- 
tions, and  how  the  federal  agencies  can  be  best  organized  to  ensure  the  efficiency 
and  effectiveness  of  these  activities.  The  Comptroller  General's  five  principles  for  re- 
organization provide  a  framework  for  these  deliberations  and  for  addressing  the  is- 
sues raised  in  this  testimony. 


Mr.  Chairman,  this  concludes  my  prepared  statement.  I  would  be  pleased  to  try 
to  answer  any  questions  you  or  other  Members  of  the  Committee  may  have. 

Appendix  I 

TRADE-RELATED  FUNCTIONS  OF  THE  FEDERAL  GOVERNMENT 

One  way  to  categorize  the  Federal  Government's  international  trade-related  ac- 
tivities is  to  divide  them  into  six  groups:  trade  policy;  export  promotion;  trade  regu- 
lation; trade  and  investment  data  collection,  analysis,  and  dissemination;  taxation; 
and  other  functions. 

1.  Trade  Policy. — Agencies  involved  include  the  U.S.  Trade  Representative;  and 
the  Departments  of  Agriculture,  Commerce,  State,  and  Transportation.  Activities  in- 
clude the  following: 

A.  Working  through  an  interagency  process  to  formulate  and  coordinate  inter- 
national trade  or  investment  policies,  and  coordinating  those  policies  with  do- 
mestic policies  and  with  U.S.  business  and  consumer  interests  and  State  and 
local  governments. 

B.  Negotiating  international  trade  or  international  investment  agreements. 

C.  Funding  and  representing  U.S.  interests  in  trade-related  international  or- 
ganizations. 

D.  Monitoring  and  enforcing  other  countries'  compliance  with  trade  agree- 
ments. 

2.  Export  Promotion. — Agencies  involved  include  the  Departments  of  Agriculture, 
Commerce,  Energy,  and  State;  the  U.S.  Export-Import  Bank,  the  Overseas  Private 
Investment  Corporation;  the  Trade  and  Development  Agency;  and  the  Small  Busi- 
ness Administration.  Activities  include  the  following: 

A.  Formulating  and  coordinating  export  promotion  policy. 

B.  Combating  foreign  export  subsidies. 

C.  Financing  and  insuring  U.S.  trade  or  U.S.  investments  in  other  countries, 
or  funding  feasibility  studies  on  major  infrastructure  and  development  projects. 

D.  Providing  "trade  facilitation"  services  to  the  public,  such  as  export  counsel- 
ing, foreign  market  analyses,  or  trade  missions  or  trade  fairs. 

E.  Providing  government-to-government  advocacy  on  behalf  of  U.S.  busi- 
nesses. 

F.  Developing  foreign  markets  for  U.S.  goods  and  services. 

G.  Providing  tourism  promotion  services  and  formulating  and  coordinating 
tourism  policy. 
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3.  Trade  and  Investment  Regulation. — Agencies  involved  include  the  Departments 
of  Agriculture,  Commerce,  Defense,  Justice,  Labor,  State,  and  the  Treasury;  and  the 
International  Trade  Commission.  Activities  include  the  following: 

A.  Licensing  and  restricting  exports,  imports,  or  foreign  investments  in  the 
United  States  for  national  security,  foreign  pohcy,  or  short  supply  reasons. 

B.  Inspecting  exports  or  imports  for  health,  safety,  or  certain  other  reasons. 

C.  Enforcing  U.S.  laws  on  illegal  drugs,  money  laundering,  counterfeit  goods, 
and  other  cross-border  activities. 

D.  Enforcing  U.S.  laws  that  seek  to  protect  U.S.  companies  or  workers  from 
"unfair"  or  harmful  foreign  trade  practices,  such  as  antidumping  and  counter- 
vailing duties  laws;  and  providing  financial  assistance  to  offset  such  harm,  such 
as  trade  adjustment  assistance. 

E.  Enforcing  U.S.  rights  under  trade  agreements  and  responding  to  certain 
foreign  practices  (sees.  301-310  of  the  Trade  Act  of  1974,  as  amended.) 

F.  Enforcing  U.S.  antiboycott  laws  and  the  Foreign  Corrupt  Practices  Act  of 
1977,  as  amended  (15  U.S.C.  section  78dd-l) 

G.  Administering  foreigners'  blocked  assets  in  the  United  States  or  adjudicat- 
ing U.S.  citizens'  claims  against  foreigners. 

4.  Trade  and  Investment  Data  Collection,  Analysis,  and  Dissemination. — Agencies 
involved  include  the  Departments  of  Agriculture,  Commerce,  Labor,  and  the  Treas- 
ury; and  the  International  Trade  Commission.  Activities  include  the  following: 

A.  Documenting  and  tracking  trade  and  investment  transactions  and  main- 
taining U.S.  tariff  schedules. 

B.  Analyzing  or  distributing  trade  and  investment  data  to  government 
decisionmakers  or  to  the  public. 

5.  Taxation. — The  main  agency  involved  is  the  Department  of  the  Treasury.  Ac- 
tivities include  the  following: 

A.  Collecting  customs  duties  and  fees. 

B.  Taxing  U.S.  persons  or  corporations  overseas  or  foreign  persons  or  corpora- 
tions that  owe  U.S.  taxes. 

6.  Other  Trade-Related  Functions. — Agencies  involved  include  the  Departments  of 
Commerce,  Justice,  State,  and  the  Treasury;  and  the  Federal  Reserve  System.  Ac- 
tivities include  the  following: 

A.  Issuing  patents  and  registering  trademarks. 

B.  Developing  and  maintaining  information  on  U.S.  product  standards. 

C.  Regulating  the  banking  activities  of  subsidiaries  of  foreign  companies  in 
the  United  States  and  subsidiaries  of  U.S.  companies  located  abroad. 

D.  Enforcing  U.S.  antitrust  laws  that  affect  U.S.  companies'  ability  to  trade 
or  invest  abroad. 

E.  Adjudicating  disputes  over  traded  goods,  e.g.,  the  International  Trade 
Commission's  "section  337"  cases). 

Sources:  Budget  of  the  U.S.  Government  for  Fiscal  Year  1996  (Washington,  D.C.: 
U.S.  Government  Printing  Office,  1995);  Federal  Staff  Directory  1993/1  (Mount  Ver- 
non, Virginia:  Staff  Directories,  Ltd.,  1993);  Export  Programs:  A  Business  Directory 
of  U.S.  Government  Services,  Trade  Promotion  Coordinating  Committee  (Washing- 
ton, D.C.:  U.S.  Government  Printing  Office,  1995);  GAO. 

Appendix  II 

U.S.  GOVERNMENT  AGENCIES  INVOLVED  IN  INTERNATIONAL  TRADE 

We  discuss  in  the  following  paragraphs  the  major  trade  agencies  and  some  of 
their  responsibilities.  We  have  not  undertaken  to  catalogue  the  tasks  or  offices  with- 
in each  agency  that  deal  in  some  way  with  international  trade  issues. 

1.  The  Office  of  the  United  States  Trade  Representative  (USTR)  has  primary  re- 
sponsibility for  developing  and  coordinating  U.S.  international  trade  policy  and  lead 
responsibility  for  the  conduct  of  international  trade  negotiations. ^  Under  section  301 
of  the  Trade  Act  of  1974,  as  amended,  USTR  is  also  authorized  to  investigate  allega- 
tions that  foreign  countries  are  denying  benefits  to  the  United  States  under  trade 


^In  1980,  various  trade  functions  were  reorganized  by  an  executive  order  issued  pursuant  to 
a  provision  in  the  Trade  AgreenTents  Act  of  1979  (Public  Law  96-39,  July  26,  1979).  USTR's 
status  was  essentially  codified  by  the  Omnibus  Trade  and  Competitiveness  Act  of  1988  (Public 
Law  100-418,  Aug.  23,  1988). 
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agreements  or  are  otherwise  engaged  in  unjustifiable,  unreasonable,  or  discrimina- 
tory acts  that  burden  or  restrict  the  commerce  of  the  United  States.  Section  301  au- 
thorizes and  in  some  cases  mandates  action  by  USTR  to  enforce  the  trade  agree- 
ment rights  or  to  obtain  the  elimination  of  the  offending  act,  policy,  or  practice. 
USTR  is  authorized,  subject  to  the  direction  of  the  President,  if  any,  to  take  any 
action  within  the  President's  authority  with  respect  to  trade  in  goods  and  services. 
The  remedies  available  include  suspending  trade  agreement  concessions;  imposing 
duties,  fees,  or  various  import  restraints;  and  denying  services  licenses. 

2.  The  Department  of  Agriculture  administers  a  number  of  trade  programs  that 
are  intended  to  enhance  the  competitiveness  of  U.S.  exporters  of  agricultural  prod- 
ucts. These  programs  include  the  concessional  (i.e.,  below  market  interest  rate)  sales 
program,  export  credit  guarantee  programs,  and  export  promotion  programs.  The 
agency  also  provides  input  and  expertise  to  U.S.  negotiators  and  policymakers  on 
matters  of  agricultural  trade. 

3.  The  Department  of  Commerce  has  become  the  focal  point  of  operational  respon- 
sibilities in  the  nonagricultural  trade  area.  The  agency's  trade  responsibilities  in- 
clude export  promotion,  administration  of  the  antidumping  and  countervailing  duty 
laws  designed  to  reduce  unfair  trade  practices  by  competitor  exporting  nations,  and 
export  licensing.  Commerce  also  provides  support  during  trade  negotiations. 

4.  The  Department  of  State  participates  in  the  formulation  of  U.S,  trade  policy  by 
bringing  its  foreign  policy  perspective  to  bear  on  trade  issues.  The  State  Department 
also  licenses  the  export  of  military  goods. 

5.  The  Department  of  the  Treasury  has  responsibility  for  international  monetary 
affairs,  international  finance  and  investment,  and  coordination  of  U.S.  policies  re- 
garding international  financial  institutions  such  as  the  International  Monetary 
Fund  and  the  World  Bank.  Within  the  Department,  the  U.S.  Customs  Service  is 
charged  with  collecting  import  duties  and  enforcing  the  hundreds  of  laws  or  regula- 
tions relating  to  international  trade. 

6.  The  Departments  of  Labor,  Defense,  Transportation,  Energy,  and  Justice,  and 
the  Environmental  Protection  Agency  offer  support  and  expertise  that  are  used  to 
formulate  and  coordinate  international  trade  policies  or  negotiations.  For  example, 
the  Department  of  Labor  conducts  research  on  trade-related  employment  issues.  A 
provision  of  the  Omnibus  Trade  and  Competitiveness  Act  of  1988  (Public  Law  100- 
418,  Aug.  23,  1988)  requires  the  Secretary  of  Commerce,  in  consultation  with  the 
Secretary  of  Energy,  to  undertake  a  comprehensive  review  to  assess  whether  exist- 
ing statutory  restrictions  on  the  export  of  crude  oil  produced  in  the  United  States 
are  adequate  to  protect  the  energy  and  national  security  interests  of  the  United 
States. 

7.  The  U.S.  Export-Import  Bank  is  an  export  credit  agency  responsible  for  promot- 
ing and  facilitating  U.S.  exports.  The  Eximbank  provides  financing  assistance  for 
exporters  through  direct  loans,  loan  guarantees,  and  export  insurance.  In  addition, 
the  agency  is  tasked  with  administering  a  congressionally  funded  "war  chest"  to  be 
used  to  match  export  assistance  by  competitor  countries  that  does  not  conform  with 
international  agreements. 

8.  The  U.S.  International  Trade  Commission  (ITC)  conducts  studies  and  investiga- 
tions relating  to  international  trade,  including  determining  whether  U.S.  industries 
have  been  injured  or  threatened  with  injury  by  reason  of  imports  alleged  to  have 
been  supported  by  subsidies  or  to  have  been  "dumped"  on  the  U.S.  market.  ITC  de- 
terminations parallel  the  subsidies  or  dumping  investigations  conducted  by  the  De- 
partment of  Commerce. 

9.  The  Overseas  Private  Investment  Corporation  was  created  to  mobilize  and  facili- 
tate the  participation  of  U.S.  private  capital  and  skills  in  the  economic  and  social 
development  of  developing  countries,  thereby  complementing  the  development  as- 
sistance objectives  of  the  United  States.  The  agency  promotes  U.S.  exports  by  pro- 
viding insurance  and  guarantees  for  U.S.  investment  in  the  markets  of  developing 
countries. 

10.  The  Small  Business  Administration  (SBA),  in  cooperation  with  the  Depart- 
ment of  Commerce  and  other  relevant  Federal  agencies,  engages  in  export  pro- 
motion on  behalf  of  small  businesses.  The  1988  Trade  Act  also  authorizes  SBA  to 
provide  export  financing  and  to  work  in  connection  with  the  Eximbank  to  identify 
financing  available  to  small  businesses. 

11.  The  Trade  and  Development  Agency  (TDA)  was  established  as  a  separate  agen- 
cy in  1988  to  promote  U.S.  private  sector  participation  in  development  projects  in 
developing  and  middle  income  countries.  TDA  provides  grant  assistance  to  U.S. 
firms  to  prepare  preliminary  engineering  and  design  of  bilateral  and  multilateral 
development  projects  in  foreign  markets. 
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Department  of  Transportation 
Department  of  the  Treasury 
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Overseas  Private  Investment  Corporation 
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U.S.  Trade  and  Development  Agency 
U.S.  Information  Agency 


Chairman  ROTH.  Thank  you. 

In  the  written  testimony,  it  was  noted  that  the  Commerce  De- 
partment has  recently  developed  so-called  strategic  goals  and 
themes.  These  themes  are  export  growth,  civilian  technology,  sus- 
tainable development  by  integrating  environment  and  economic 
growth,  economic  development  through  infrastructure  projects.  It  is 
further  stated  that  the  Commerce  Department  does  not  have  exclu- 
sive Federal  responsibility  for  any  of  these  themes. 

Are  they  redundant  with  the  legal  missions  and  budgets  of  other 
departments?  Did  you  fmd  evidence  that  the  Secretary  is  commit- 
ted to  these  themes  in  terms  of  policy  decisions,  budgets,  execution 
of  programs? 

Mr.  Stevens.  As  far  as  we  could  take  our  work,  Mr.  Chairman, 
I  would  have  to  say  they  are  similar.  Redundancy  would  be  a  judg- 
ment based  on  a  much  more  in-depth  review  than  we  were  able  to 
undertake. 

I  would  also  say  that  the  themes  fall  short  of  being  goals  or  ob- 
jectives, that  basically  they  are  subject  matters  in  which  Commerce 
is  active,  and  that  the  next  step,  as  I  think  they  realize,  is  to  make 
goals  or  objectives  out  of  those,  to  base  them  on  outcomes,  what  are 
they  trying  to  achieve,  and  then  to  measure  whether  or  not  they 
could  achieve  them.  They  have  not  taken  those  latter  two  steps. 

We  certainly  have  no  reason  to  doubt  Secretary  Brown's  sincerity 
in  presenting  those,  both  within  the  Department,  and  as  you  heard 
him  do  so  here.  However,  we  have  not  really  looked  at  that  inter- 
nally. 

Chairman  ROTH.  You  have  not  analyzed  it? 

Mr.  Stevens.  No,  sir. 

Chairman  ROTH.  You  testified  that  it  is  difficult  to  know  Com- 
merce's role,  because  of  the  shared  responsibility.  Has  any  study 
been  made  as  to  areas  where  GAO  thinks  consolidation  could  take 
place,  or  are  your  studies  too  preliminary  for  that  purpose? 

Mr.  Stevens.  We  certainly  have  not  made  any  recommendations 
in  that  regard,  Mr.  Chairman.  We  have  explored  a  number  of  areas 
where  there  are  lots  of  different  agencies  carrying  out  programs 
with  similarities,  often  with  differences  based  primarily  on  clien- 
tele, which  is  a  political  consideration  and  one  that  has,  I  think, 
caused  many  previous  reorganization  proposals  to  fail. 

The  Department  of  Natural  Resources  proposal  has  been  rec- 
ommended by  a  series  of  Presidential  commissions,  most  recently, 
I  believe,  by  President  Carter,  but  also  the  Ash  Council  had  done 
so.  Ultimately,  I  think  they  were  abandoned  because  of  Congres- 
sional opposition  that  was  based  in  many  cases  on  objections  from 
particular  customers  of  the  programs  that  would  be  consolidated. 

Mr.  Mendelowitz.  Mr.  Chairman,  in  the  trade  area,  because  we 
focused  on  trade  programs,  policies,  and  agencies  across  the  Gov- 
ernment in  some  depth,  we  have  identified  opportunities  over  the 
years  to  deal  with  problems  of  overlap,  duplication,  and  effective- 
ness. 

As  we  pointed  out  several  years  ago  in  the  area  of  export  pro- 
motion, if  you  are  going  to  have  an  effective  export  promotion  pro- 
gram to  assist  export-capable  firms  overcome  the  obstacles  to  ex- 
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porting,  you  need  several  things  to  achieve  this.  You  need  a  deUv- 
cry  network  in  the  field.  You  need  expertise  on  the  part  of  your 
people  delivering  the  programs.  And,  you  need  resources. 

We  found  that  there  were  several  different  agencies  all  attempt- 
ing to  provide  export  assistance  to  U.S.  small  and  medium-sized  ex- 
porters, none  of  which  had  all  three  requisite  components.  I  am 
talking  here  about  the  Small  Business  Administration,  the  Com- 
merce Department,  and  the  Export-Import  Bank. 

As  a  result  of  this  work,  we  proposed  the  creation  of  one-stop 
shops  to  consolidate  the  activities  of  the  several  different  agencies 
as  a  minimalist  approach  to  dealing  with  the  problem  that  you 
have  identified,  consolidate  out  in  the  field  staff,  programs,  and  re- 
sources. This  proposal  was  implemented  in  the  Export  Enhance- 
ment Act  of  1992,  Title  II,  and  then  picked  up  by  the  Trade  Pro- 
motion Coordinating  Committee  and  the  consolidation  effort  has 
begun. 

I  have  to  say,  though,  that  this  was  what  I  would  call  a 
minimalist  approach  to  the  problem.  It  was  least  disruptive,  did 
not  call  for  abolishing  agencies  or  combining  agencies.  It  really 
called  for  getting  folks  to  work  together  in  the  field. 

The  efi"ort  is  just  beginning,  and  obviously,  any  observations  we 
would  have  on  it  are  fairly  preliminary,  but  I  have  to  say  that  our 
judgment,  based  on  very  preliminary  observations,  is  that  even 
with  good  will  in  this  area,  the  obstacles  to  getting  different  agen- 
cies to  work  together  is  quite  significant.  So  your  concern  over  con- 
solidation, I  think,  is  well  placed. 

Chairman  ROTH.  Those  are  called  Export  Assistance  Centers,  is 
that  correct? 

You  testified  that  the  Commerce  Department  is  essentially  a 
holding  company  for  many  disparate  programs,  ranging  from  ex- 
port promotion  to  predicting  the  weather.  You  also  testified  that 
these  functions  are  also  being  performed  by  many  other  agencies. 

Assuming  Congress  decides  to  keep  some  of  the  programs,  and 
I  think  we  will  keep  quite  a  few,  is  it  more  preferable  to  combine 
them  with  one  other  agency,  consolidate  all  programs  performing 
the  same  function,  or  set  the  former  Commerce  programs  aside  in 
an  independent  agency?  What  kind  of  a  criteria  should  you  use  to 
make  these  kind  of  decisions? 

Mr.  Stevens.  I  would  suggest,  Mr.  Chairman,  as  the  Comptroller 
General  suggested  here  at  the  hearing  in  May,  that  the  first  deci- 
sion to  be  made  is  the  purpose.  What  are  we  tr3ring  to  achieve 
through  these  programs?  Then  the  means,  the  organizational 
means  by  which  it  is  done  would  more  clearly  follow  fi^om  that. 

Absent  a  finding  of  ineffectiveness  on  these  programs,  and  we 
really  have  not  examined  them  closely  enough  to  determine  wheth- 
er they  are  effective  or  not,  I  would  suggest  that  one  criterion 
would  be  to  minimize  disruption.  There  is  a  cost  to  reorganization, 
and  as  Senator  Levin  I  think  suggested,  it  needs  to  be  balanced  by 
the  benefits. 

I  would  also  consider  the  means  by  which  other  agencies  try  to 
achieve  the  same  ends,  sometimes  a  very  different  set  of  means. 
For  example,  using  grants  as  opposed  to  direct  Federal  employees 
or  contracts  or  third-party  pjroviders,  laboratories,  and  so  forth, 
that  would  make  a  difference  in  whether  programs  fit  together. 
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And  finally,  I  would  have  to  say  that  just  as  Commerce  has 
served  a  role  over  the  years  as  being  a  sort  of  a  place  where  things 
that  do  not  fit  elsewhere  are  put,  placing  its  functions  in  other  de- 
partments would,  I  think,  necessarily  diminish  the  coherency  of 
those  other  departments,  and  that  may,  perhaps,  be  an  argument 
for  keeping  some  of  them  at  least  together. 

Chairman  Roth.  You  testified  that  the  major  Commerce  operat- 
ing units  are  generally  responsible  for  their  own  administration. 
Does  that  imply  that  they  can  be  split  off  into  independent  agen- 
cies without  the  added  costs  normally  associated  with  creating  a 
new  agency? 

Mr.  Stevens.  Their  independence  and  relative  autonomy,  I 
think,  makes  that  more  the  case  with  Commerce  units  than  would 
normally  be  the  case  in  Government,  but  there  are  some  depart- 
mental services  that  NOAA,  for  example,  gets.  NOAA  is  the  largest 
of  these  and  it  is  quite  independent.  I  believe  it  takes  up  about  43 
percent  of  Commerce's  budget. 

However,  it  also  takes  up  18  percent  of  the  total  drawing  fund 
that  the  individual  units  take  from  headquarters.  So,  for  example, 
the  IG  function — about  a  third  of  the  Inspector  General  staff  is  de- 
voted to  NOAA  issues  and  presumably  would  have  to  go  along  with 
them. 

Chairman  ROTH.  Gentlemen,  I  appreciate  your  being  here.  Your 
testimony  is  helpful. 

We  will  keep  the  record  open  for  one  additional  week  for  any  fol- 
low-up questions. 

At  this  time,  I  would  like  to  insert  into  the  record  a  statement 
from  Senator  Akaka. 

[The  prepared  statement  of  Senator  Akaka  follows:] 

PREPARED  STATEMENT  OF  SENATOR  AKAKA 

I  would  also  like  to  express  my  concern  over  S.  929.  Coming  from  a  region  that 
relies  heavily  on  functions  within  the  Department  of  Commerce,  particularly  NOAA, 
I  believe  that  any  attempt  to  transfer,  privatize,  or  eliminate  functions  must  be  done 
prudently.  We  cannot  afford  to  look  at  the  dismantling  of  the  Commerce  Depart- 
ment solely  from  a  budgetary  or  political  standpoint.  In  certain  instances,  life  and 
property  are  at  stake. 

For  example,  Hawaii  and  the  Pacific  territories  would  be  greatly  affected  without 
NOAA's  satellite  capability  to  produce  weather  forecasts.  In  a  typical  year,  the 
central  and  eastern  Pacific  have  three  times  as  many  tropical  storms  and  hurricanes 
than  the  Atlantic  basin. 

Under  S.  929,  reduced  funding  of  NOAA's  satellite  systems  would  eliminate  half 
of  NOAA's  satellite  capability,  resulting  in  a  blackout  should  a  working  satellite  fail. 
This  would  virtually  eliminate  and  severely  limit  the  ability  of  the  National  Weath- 
er Service  to  monitor  weather  conditions  in  the  Pacific  and  thus  jeopardize  the  pub- 
lic safety  of  residents  in  this  region. 

I  am  also  deeply  concerned  that  the  relocation  or  elimination  of  the  International 
Trade  Administration  could  harm  our  national  economic  interests,  international 
competitiveness,  and  U.S.  exports.  In  recent  years  the  Commerce  Department  has 
been  successful  in  promoting  exports,  opening  foreign  markets,  and  safeguarding 
fair  competition. 

The  volume  and  tone  of  correspondence  I  am  receiving  from  small  firms  and  large 
corporations  indicates  the  success  and  support  enjoyed  by  ITA.  I  can  add  my  own 
testimonial.  Last  year  a  small  firm  from  Hawaii  petitioned  the  ITA  to  investigate 
allegations  of  unfair  practices  by  foreign  competitors.  The  ITA  conducted  a  lengthy, 
thorough,  and  fair  investigation,  agreed  with  the  U.S.  petitioner,  and  determined 
dumping  margins  that  were  affirmed  by  the  International  Trade  Commission.  With- 
out the  expertise,  experience,  and  resources  of  the  ITA,  the  Hawaii  firm — which  was 
outspent  at  least  10  to  1  by  the  foreign  industry — may  not  have  received  the  full 
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protection  of  U.S.  law  from  unfair  competition.  I  believe  it  would  be  ill-advised  to 
radically  alter  the  current  structure  of  the  ITA. 

Mr.  Chairman,  we  cannot  move  this  bill  through  Committee  without  calculating 
its  potential  impact  on  the  effectiveness  and  success  the  Commerce  Department 
functions  it  proposes  to  eliminate  or  restructure.  I  look  forward  to  hearing  from  Sec- 
retary Brown  and  others  today  on  this  important  issue. 

Chairman  RoTH.  Thank  you  very  much.  The  hearing  is  ad- 
journed. 

[Whereupon,  at  5:13  p.m.,  the  Committee  was  adjourned.] 
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U.S.  Senate, 
Committee  on  Governmental  Affairs, 

Washington,  DC. 
The  Committee  met,  pursuant  to  notice,  at  9:32  a.m.,  in  room 
SD-342,  Dirksen  Senate  Office  Building,  Hon.  William  V.  Roth,  Jr., 
Chairman  of  the  Committee,  presiding. 
Present:  Senators  Roth,  Stevens,  Glenn,  and  Lieberman. 

OPENING  STATEMENT  OF  CHAIRMAN  ROTH 

Chairman  ROTH.  The  Committee  will  please  be  in  order. 

Today,  the  Committee  on  Governmental  Affairs  will  once  again 
consider  restructuring  of  the  missions  and  functions  of  the  Depart- 
ment of  Commerce.  The  bill  we  are  considering,  the  Department  of 
Commerce  Dismantling  Act,  is  a  starting  point  for  the  comprehen- 
sive, Government- wide  restructuring  that  the  public  demands. 

Today's  Government  is  an  obsolete,  50-year-old  relic  character- 
ized by  huge,  hierarchical  bureaucracies.  As  we  have  heard  from 
GAG,  there  is  wholesale  duplication,  overlap,  and  fragmentation  in 
functions  and  spending.  In  a  nutshell,  the  taxpayers  are  paying  for 
one  agency  to  set  a  policy  or  perform  a  function,  another  agency  too 
often  to  contradict  that  agency,  plus  several  other  agencies  who  re- 
ceive funding  to  perform  some  related  role.  As  a  result,  an  exten- 
sive patchwork  of  coordinating  committees  has  been  created  to  pre- 
vent the  bureaucracy  from  grinding  to  a  halt. 

I  might  say  this  apparatus  has  been  created  down  through  the 
years  in  both  Republican  and  Democratic  administrations.  So  it  is 
not  a  partisan  issue  in  that  sense. 

The  Commerce  Department  is  a  microcosm  of  this  obsolete,  dys- 
functional structure.  It  has  been  described  as  a  loosely-knitted 
holding  company  of  agencies  pursuing  unrelated  missions.  Its  man- 
agement systems  and  controls  are  on  OMB's  high  risk  list.  It  di- 
rectly serves  only  a  small  number  of  favored  American  firms  and 
industries.  Many  in  the  business  community  have  serious  doubts 
that  it  adds  sufficient  value  to  justify  its  continued  existence.  Al- 
most all  of  the  experts  agree:  Commerce  should  be  restructured  to 
eliminate  wholesale  duplication  and  fragmentation  and  bring  co- 
herence to  the  management  of  its  important  functions. 

Trade  may  present  the  most  compelling  case  for  change.  I  firmly 
believe  there  is  one  thing  we  can  all  agree  on:  the  critical  trade 
functions  of  our  Government  are  of  vital  importance  to  the  eco- 
nomic health  of  our  Nation.  I,  for  one,  am  convinced  that  today's 

(113) 


114 

fragmented  structure  can  no  longer  be  justified  in  today's  era  of  in- 
creasingly intense  international  competition. 

We  have  heard  thoughtful  concerns  about  the  way  in  which  the 
bill  before  us  would  restructure  the  National  Oceanic  and  Atmos- 
pheric Administration.  We  should  be  careful  not  to  lose  the 
synergies  between  the  oceanic  and  atmospheric  missions  which  led 
to  NOAA's  creation  in  the  first  place. 

Let  me  be  clear  about  one  thing.  The  Committee  is  not  on  a 
warpath  to  arbitrarily  terminate  agencies.  We  are  not  out  to  collect 
scalps  to  mount  in  a  trophy  case.  Nor  are  we  engaged  in  a  super- 
ficial shell  game  which  merely  redraws  boxes  on  an  organizational 
chart.  Our  objective  is  to  reduce  costs,  but  most  importantly,  im- 
prove service  throughout  our  Government. 

The  improvements  we  expect  will  not  come  easily.  The  only  way 
to  achieve  them  is  through  in-depth  analysis  of  functions,  smart 
use  of  new  technology,  and  decisive  action  to  eliminate  redundancy 
and  fragmentation,  while  improving  the  performance  of  our  organi- 
zations and  work  force. 

Commerce  is  only  the  starting  point  in  our  larger  exercise.  But 
its  elimination  forces  us  to  confront  the  big  picture  issues  involved 
in  managing  change  on  a  broad,  Government-wide  scale.  Is  it  time 
to  consider  creating  a  Department  of  Natural  Resources  as  a  home 
for  NOAA  and  other  environmental  agencies?  Should  a  single  de- 
partment manage  the  Nation's  trade  and  economic  affairs? 

How  can  similar  work  activities  in  different  agencies  be  consoli- 
dated and  automated  to  improve  efficiency  and  effectiveness?  Does 
the  Executive  Branch  have  the  capacity  to  manage  the  closing 
down  of  a  department?  If  broader  restructuring  is  to  follow,  should 
we  create  a  smarter  change  management  agency  than  the  proposed 
Commerce  Programs  Resolution  Agency? 

These  are  the  issues  we  will  probe  in  depth  with  our  witnesses 
today.  While  the  concerns  raised  to  date  about  certain  parts  of  the 
bill  before  us  are  valid,  they  can  also  be  fixed.  No  problem  has  been 
raised  that  cannot  be  resolved  by  the  good  faith  efforts  of  this  Com- 
mittee. None  seriously  detracts  from  the  bill's  important  objectives, 
which  directly  and  faithfully  respond  to  the  concerns  of  the  Amer- 
ican people  for  a  Government  that  costs  less  and  works  better. 

[The  prepared  statement  of  Chairman  Roth  follows:] 

PREPARED  STATEMENT  OF  CHAIRMAN  ROTH 

Today,  the  Committee  on  Governmental  Affairs  will  again  consider  restructuring 
of  the  missions  and  functions  of  the  Department  of  Commerce. 

The  bill  we  are  considering,  the  Department  of  Commerce  Dismantling  Act,  is  an 
excellent  starting  point  for  the  comprehensive,  governmentwide  restructuring  the 
public  demands.  Today's  government  is  an  obsolete,  50-year-old  relic  characterized 
by  huge,  hierarchical  bureaucracies.  As  we  have  heard  from  GAO,  there  is  wholesale 
duplication,  overlap,  and  fragmentation  in  functions  and  spending.  In  a  nutshell,  the 
taxpayers  are  paying  for  one  agency  to  set  a  policy  or  perform  a  function,  another 
agency  to  contradict  that  agency,  plus  several  other  agencies  who  receive  funding 
to  perform  some  related  role.  As  a  result,  an  extensive  patchwork  of  coordinating 
committees  has  been  created  to  prevent  the  bureaucracy  from  grinding  to  a  halt. 

The  Commerce  Department  is  a  microcosm  of  this  obsolete,  dysfunctional  struc- 
ture. It  has  been  described  as  a  loosely  knitted  "holding  company"  of  agencies  pursu- 
ing unrelated  missions.  Its  management  systems  and  controls  are  on  GAO's  high 
risk  list.  It  directly  serves  only  a  small  number  of  favored  American  firms  and  in- 
dustries. Many  in  the  business  community  have  serious  doubts  that  it  adds  suffi- 
cient value  to  justify  its  continued  existence.  Almost  all  of  the  experts  agree:  Com- 
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merce  should  be  restructured  to  eliminate  wholesale  duplication  and  fragmentation 
and  bring  coherence  to  the  management  of  its  important  functions. 

Trade  may  present  the  most  compelling  case  for  change.  I  firmly  believe  there  is 
one  thing  we  can  all  agree  on:  the  critical  trade  functions  of  our  government  are 
of  vital  importance  to  the  economic  health  of  our  nation.  I,  for  one,  am  convinced 
that  today's  fragmented  structure  can  no  longer  be  justified  in  today's  era  of  increas- 
ingly intense  international  competition. 

We  have  heard  thoughtful  concerns  about  the  way  in  which  the  bill  before  us 
would  restructure  the  National  Oceanic  and  Atmospheric  Administration.  We  should 
be  careful  not  to  lose  the  synergies  between  the  oceanic  and  atmospheric  missions 
which  led  to  NOAA's  creation  in  the  first  place. 

Let  me  be  clear  about  one  thing.  This  Committee  is  not  on  a  warpath  to  arbitrar- 
ily terminate  agencies.  We  are  not  out  to  collect  scalps  to  mount  in  a  trophy  case. 

Nor  are  we  engaged  in  a  superficial  shell  game  which  merely  redraws  boxes  on 
an  organization  chart.  Our  objective  is  to  reduce  costs  and  improve  services  through- 
out our  government. 

The  improvements  we  expect  will  not  come  easily.  The  only  way  to  achieve  them 
is  through  in-depth  analysis  of  functions,  smart  use  of  technology,  and  decisive  ac- 
tion to  eliminate  redundancy  and  fragmentation,  while  improving  the  performance 
of  our  organizations  and  work  force. 

Commerce  is  only  the  starting  point  in  our  larger  exercise.  But  its  elimination 
forces  us  to  confront  the  big  picture  issues  involved  in  managing  change  on  a  broad, 
governmentwide  scale. 

Is  it  time  to  consider  creating  a  Department  of  Natural  Resources  as  a  home  for 
NOAA  and  other  environmental  agencies? 

Should  a  single  department  manage  the  nation's  trade  and  economic  affairs? 

How  can  similar  work  activities  in  different  agencies  be  consolidated  and  auto- 
mated to  improve  efficiency  and  effectiveness? 

Does  the  executive  branch  have  the  capacity  to  manage  the  closing  down  of  a  de- 
partment? If  broader  restructuring  is  to  follow,  should  we  create  a  smarter  change 
management  agency  than  the  proposed  Commerce  Programs  Resolution  Agency? 

These  are  the  issues  we  will  probe  in  greater  depth  with  our  witnesses  today. 
While  the  concerns  raised  to  date  about  certain  parts  of  the  bill  before  us  are  valid, 
they  are  also  quite  fixable.  No  problem  has  been  raised  that  cannot  be  resolved  by 
the  good  faith  efforts  of  this  committee.  None  seriously  detracts  from  the  bill's  im- 
portant objectives,  which  directly  and  faithfully  respond  to  the  concerns  of  the 
American  people  for  a  government  that  costs  less  and  works  better. 

It  is  my  intention  to  move  ahead  forthrightly,  building  upon  the  best  features  of 
this  bill  as  an  important  first  step  in  the  comprehensive  restructuring  of  the  Execu- 
tive Branch. 

Let  me  say  a  few  more  words  for  the  record  about  the  bill  before  the  Committee. 
This  bill  would  have  only  a  marginal  affect  upon  the  Administration's  approach  to 
competitiveness  and  technology  policy.  The  Commerce  Department  is  only  one  of 
several  agencies  that  subsidize  commercial  high  tech  research  and  development. 
These  programs  are  generally  referred  to  as  Industrial  or  Technology  Policy  initia- 
tives because  they  subsidize  selected  U.S.  firms  in  selected  industries,  using  the  jus- 
tification of  global  competitiveness.  As  our  witnesses  will  testify,  there  are  several 
other  Federal  activities  that  may  be  more  important  in  terms  of  the  global  competi- 
tiveness of  U.S.  firms.  In  addition  to  R&D  subsidies,  these  federal  activities  include 
regulations,  tax  and  fiscal  policy,  trade,  monetary  policy,  and  loan  programs. 

According  to  GAO,  these  activities  are  splintered  over  more  than  two  dozen  De- 
partments and  Agencies.  In  a  nutshell.  Secretary  Brown  testified  that  his  Depart- 
ment is  the  Executive  Branch's  focal  point  for  American  trade  and  competitiveness, 
even  though  Commerce  is  a  major  player  only  in  trade,  a  function  that  is  splintered 
across  more  than  a  dozen  agencies.  At  Tuesday's  hearing,  the  major  justification  for 
keeping  the  Commerce  Department  intact  was  its  Trade  and  Technology  functions, 
which  account  for  only  6  percent  and  20  percent  respectively  of  Commerce's  budget. 
If  Commerce  were  to  make  competitiveness  its  exclusive  focus,  why  not  divest  it  of 
the  other  74  percent  of  its  budget?  Does  it  make  sense  to  keep  a  Department  alive 
to  promote  competitiveness  when  it  only  influences  a  small  portion  of  the  govern- 
ments functions  and  spending  in  this  area? 

Commerce  has  no  single  mission  or  function  as  an  exclusive  province.  The  GAO 
found  that  it  shares  its  four  major  functions  with  70  other  federal  organizations.  We 
must  change  this  organization  structure,  if  we  are  to  give  the  taxpayers  efficient 
and  effective  performance  of  the  functions  now  being  performed  by  Commerce. 
Sadly,  Commerce  is  typical  of  the  waste  and  inefficiency  that  pervades  our  govern- 
ment. That  is  why  it  makes 'an  ideal  starting  point  in  the  governmentwide  restruc- 
turing that  this  Committee  is  pursuing. 
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Chairman  ROTH.  Senator  Glenn? 

Senator  Glenn.  Thank  you,  Mr.  Chairman.  I  am  glad  we  are 
having  the  hearing  today.  I  am  sorry  it  has  to  be  on  this  particular 
subject  because  I  do  not  particularly  like  the  proposal  here  to  just 
do  away  with,  just  dismantle,  as  it  says  in  its  title,  the  Commerce 
Department. 

As  I  noted  in  our  hearing  on  Tuesday,  both  the  Congress  and  the 
Administration  are  actually  streamlining  and  downsizing  the  Fed- 
eral Government.  This  is  not  something  that  just  came  along  with 
the  Contract  With  America.  This  is  something  that  has  been 
worked  on  by  the  Administration  and  the  previous  and  current 
Congress,  and  we  are  streamlining  and  downsizing  the  Federal 
Government  for  the  first  time  in  decades.  We  are  reducing  Govern- 
ment spending.  We  are  moving  toward  a  balanced  budget. 

We  are  cutting  Federal  employment.  In  fact,  about  110,000  fewer 
civil  service  employees  right  now,  and  the  objective  is  to  cut  out 
272,000  over  the  next  few  years.  We  are  well  on  the  way  to  accom- 
plishing that,  which  people  thought  was  basically  impossible.  This 
Committee  played  a  role  in  that  reduction  through  enactment  of 
buyout  legislation,  first  with  the  Pentagon,  then  used  that  as  a 
model,  put  it  into  the  entire  civil  service,  and  it  is  working.  We  are 
moving  people  out  of  the  Federal  workforce  and  at  the  same  time 
dealing  fairly  with  them. 

We  are  shutting  down  obsolete  military  bases.  We  are  block 
granting  some  programs.  We  are  easing  mandates  on  State  and 
local  Governments,  and  we  are  pruning  burdensome  Federal  regu- 
lations. The  Administration  has  gone  through,  since  last  Septem- 
ber, some  of  the  regs  that  they  feel  are  onerous.  They  have  come 
up  with  some  1,200  pages  of  regulations  already  that  are  being  cut 
out  of  a  review  of,  I  think  it  is  like  13,000  pages  or  something,  and 
that  is  a  continuing  process. 

We  are  wrestling  with  the  problem  of  Federal  regulatory  reform 
here  in  the  Congress.  We  had  some  votes  on  that  last  week.  We  are 
still  working  on  trying  to  get  some  of  the  compromises  that  we 
think  will  produce  good  legislation.  So  we  are  moving  in  these 
areas  of  creating  a  smaller,  less  intrusive  Federal  Government. 

Now  clearly  in  this  time  of  downsizing  we  must  analyze  the 
structure  of  Government  with  the  goal  of  making  it  more  efficient 
and  cost  effective.  This  Committee  passed  the  Chief  Financial  Offi- 
cer Act.  The  Inspector  General  Act,  we  recently  expanded  that,  so 
we  now  have  61  IG's  in  different  departments  of  Government.  We 
passed  the  Acquisition  Reform  legislation  last  year.  So  we  have 
been  active  in  this  area. 

It  gets  blessed  little  attention  in  the  press.  It  is  like  watching 
mud  dry.  It  is  a  MEGO  item,  my  eyes  glaze  over.  You  mention  reg- 
ulatory reform  or  something  like  it,  the  press  usually  runs  out  of 
the  room  over  here  from  the  table  instead  of  staying.  And  usually 
at  the  end  of  those  hearings  on  that  particular  subject,  I  can  tell 
you,  the  press  tablfe  will  have  maybe  one  person  or  two  left  because 
these  are  just  dry,  arcane  subjects.  We  know  that.  But  we  think 
they  are  important  issues  for  Government  and  that  is  the  reason 
that  this  Committee  has  continued  to  deal  with  them.  The  Chair- 
man is  continuing  the  work  we  have  done  through  the  years  on 
this  and  I  compliment  him  for  doing  that. 


117 

Other  institutions  in  our  society,  businesses,  non-profits.  State 
and  local  Governments  have  restructured  to  adapt  to  changes  in 
the  economy,  changes  in  technology.  Yet  the  Federal  Government's 
structure  remains  virtually  the  same  as  it  was  25  years  ago.  So 
today  we  will  be  focusing  on  the  Department  of  Commerce.  The 
Secretary  of  Commerce  has  a  real  mixture  of  responsibilities  under- 
neath him,  but  they  are  important  responsibilities.  They  are  pro- 
moting U.S.  exports  in  a  time  when  export  trade  and  worldwide 
economy  has  taken  a  new  and  more  important  status  in  our  econ- 
omy. 

I  believe  the  figures  that  I  heard  back  home  in  Ohio  a  short  time 
ago  were  that  one  out  of  every  eight  manufacturing  jobs  in  Ohio 
depends  on  export  of  the  product  manufactured.  We  are  moving 
into  a  global  marketplace  and  trying  to  be  competitive  with  the 
other  major  economic  centers  in  the  world.  We  are  one.  Europe  is 
now  getting  better  organized  with  the  Western  European  Union. 
Japan  and  the  Far  East  is  another  center,  and  China  is  a  burgeon- 
ing new  economic  power. 

So  promoting  U.S.  exports,  developing  the  technologies  of  the 
21st  century,  running  the  National  Weather  Service,  managing 
census  counts,  these  are  just  a  few  of  the  activities  at  the  Depart- 
ment of  Commerce.  By  most  accounts,  Commerce  Secretary  Ron 
Brown  has  done  an  excellent  job  in  handling  the  department's 
broad  and  diverse  responsibilities. 

Still  while  we  ought  to  consider  reorganizing  the  department,  the 
Abraham-Dole  bill  takes  what  I  would  call  a  samurai,  just  attack 
no  matter  what  the  results  are,  a  samurai  approach  or  we  could 
say  it  is  a  machete  approach.  It  just  hacks  off  the  department's 
dead  wood  and  live  limbs  alike  with  equal  abandon.  Just  destroy 
to  destroy;  hack  away.  That  is  not  the  way  we  should  be  doing  re- 
organization of  Government. 

Let  me  give  you  one  example.  Take  NOAA,  for  instance.  Under 
S.  929  it  gets  broken  up  into  many  pieces,  tossed  overboard,  set 
adrift  in  the  bureaucratic  ocean  to  four  different  places.  Some  of  it 
goes  to  Interior,  the  rest — DOD,  Agriculture,  and  Transportation. 
NOAA's  remaining  parts,  the  labs,  the  ships,  the  satellite  data,  and 
research  are  put  up  for  sale  to  the  highest  bidder.  I  think  NOAA 
has  done  a  good  job.  It  was  not  many  years  ago  we  were  trying  to 
combine  its  duties  so  we  could  more  efficiently  manage  the  whole 
enterprise.  Now  we  are  saying,  destroy  it,  and  break  it  up.  I  just 
do  not  think  that  makes  any  sense  at  all. 

Weather  research  is  so  important,  billions  of  dollars  of  impor- 
tance to  agriculture,  to  air  quality  and  so  on.  They  provide  informa- 
tion to  and  research  on  these  matters  all  around  the  country.  To 
just  split  NOAA  up  and  throw  them  all  over  the  place  is — that  is 
the  machete  approach  to  reorganizing  Government.  It  does  not 
make  any  sense. 

As  it  stands,  S.  929  is  not  the  right  way  to  go.  In  past  Congresses 
I  have  proposed  legislation — did  this  5  years  ago — to  reorganize  the 
department  in  order  to  strengthen  and  elevate  what  I  believe  to  be 
its  two  most  important  missions,  and  these  are  trade  promotion 
and  technology  development.  My  bill  would  reorganize  and 
strengthen  the  Federal  Government's  functions  in  these  areas  and 
place  them  under  a  renamed  department  of  industry  and  tech- 
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nology.  I  am  not  wed  to  that  name.  It  could  be  the  department  of 
technology  and  trade,  or  trade  and  technology,  or  whatever. 

But  it  would  reorganize  and  strengthen  the  Federal  Govern- 
ment's functions  in  these  areas.  Non-mission  related  agencies  such 
as  NOAA  would  have  been  transferred  whole  and  intact  out  of  the 
department  and  we  would  have  brought  in  such  agencies  as  OPIC, 
the  Trade  and  Development  Agency,  and  the  Ex-Im  Bank. 

I  know  the  other  day  here  Secretary  Brown  made  a  very  good 
case  for  the  fact  that  NOAA  should  remain  where  it  is  because  of 
its  interrelatedness  with  all  of  the  other  functions  that  he  had  list- 
ed the  other  day,  and  he  showed  the  relationship  between  the  fish- 
eries and  weather  and  so  on  and  I  thought  he  made  a  good  presen- 
tation on  that. 

Unfortunately,  the  Republican  administration,  back  in  the  days 
when  I  proposed  this  legislation  the  Republican  administration  and 
then-Secretary  of  Commerce  Mosbacher  had  little  interest  in  the 
reorganization  so  we  were  not  able  to  move  an3rthing  at  all. 

I  do  not  believe  we  can  look  at  Commerce  reorganization  on  a 
piecemeal  basis.  On  Tuesday,  members  from  both  sides  of  the  aisle 
praised  Secretary  Brown  and  the  department  for  their  efforts  to 
promote  U.S.  exports.  Yet  the  department  only  receives  7  percent 
of  our  Federal  export  promotion  budget.  We  ought  to  reorganize  to 
enlarge  that  percentage,  not  dismantle  and  eliminate  it. 

I  thank  you,  Mr.  Chairman.  I  look  forward  to  hearing  the  testi- 
mony of  our  expert  witnesses  this  morning. 

Chairman  ROTH.  Thank  you.  Senator  Glenn. 

Senator  Stevens?  , 

Senator  Stevens.  Once  again,  Mr.  Chairman,  I  am  here  for  two 
reasons.  Primarily  to  recognize  friends  who  are  here  appearing  be- 
fore our  Committee.  I  do  have  two  other  committees  meeting  at  the 
same  time,  one  of  which  I  am  very  much  involved  in  so  I  cannot 
stay.  I  do  want  to  say  once  again  though,  I  think  I  have  a  little 
disagreement  with  my  friend  from  Ohio.  I  do  think  the  Contract 
With  America  has  stimulated  this  thought.  But  I  do  not  think  that 
we  ought  to  be  limited  in  our  thinking  as  to  what  we  should  be 
doing. 

I  still  believe  we  should  be  looking  at  functions  of  Government, 
and  how  they  associate  with  one  another,  and  how  there  is  better 
sjmergy  by  putting  some  of  them  next  to  one  another,  and  looking 
at  the  future  as  far  as  the  capabilities  of  telecommunications, 
digitization,  and  how  all  of  these  functions  can  be  put  together  and 
operate  and  fully  deliver  the  services  that  we  must  provide  to  our 
public  with  their  money  at  a  lower  cost  and  really  better  services. 

I  am  thinking  about  human  services.  The  idea  of  a  department 
of  human  resources,  a  department  of  natural  resources,  a  depart- 
ment of  economic  resources.  A  Department  of  Justice  and  Defense, 
you  cannot  get  away  from  that.  And  a  department  of  regulatory 
and  adjudicatory  activities.  Put  all  those  independent  agencies  in 
the  same  place  and  have  them  recognize  what  the  other  is  doing 
and  find  some  way  to  coordinate  them  through  a  Cabinet  officer. 

But  I  also  think  we  ought  to  recognize  what  is  coming  in  the  fu- 
ture and  have  a  department  of  administration  with  no  department 
having  an  administrative  arm;  have  a  central  administrative  arm 
of  the  Federal  Government.  In  other  words,  I  think  we  ought  to 
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think  anew,  and  we  ought  to  be  prepared  to  take  on  the  Congress 
and  everyone  else  after  we  have  thought  it  through.  I  intend  to  try 
to  do  that  later  on. 

I  am  sorry,  my  friends,  I  cannot  stay.  I  know  I  have  talked  to 
some  of  you  about  what  you  are  going  to  say  here. 

I  will  add  this,  John.  I  agree  with  you  about  NOAA.  I  do  think 
there  are  functions  of  Government  that  must  stay  together,  no  mat- 
ter where  they  end  up.  But  I  do  not  think  we  should  kneel  and 
genuflect  before  the  buffalo  of  the  Department  of  the  Interior.  I 
served  five-and-a-half  years  down  there.  I  think  we  ought  to  be  out 
of  the  buffalo  age  by  now,  and  we  ought  to  be  out  of  the  Depart- 
ment of  Commerce  shell  by  now.  The  world  is  changing  and  I  do 
not  think  that  the  echelons  of  our  Government  should  remain  static 
for  another  century. 

So  I  look  forward  to  working  with  you.  Sorry  I  cannot  stay. 
Thank  you. 

Chairman  Roth.  Just  let  me  say,  Senator  Stevens,  that  I  think 
we  all  agree  that  we  need  to  take  a  hard,  tough  look  at  regrouping 
the  functions  of  Government.  Some  of  these  ideas  go  back  to  the 
Ash  Council.  Congressman  Panetta  had  some  similar  ideas.  Sen- 
ator Glenn's  we  have  talked  about.  So  I  think  we  should  and  will 
look  at  functional  groupings  because  I  think  that  is  the  way  to  go. 
I  have  to  say  that  I  think  your  ideas  of  administration  are  very  in- 
novative, creative,  and  I  think  they  are  something  that  the  Com- 
mittee ought  to  take  a  hard  look  at.  I  appreciate  your  input. 

Senator  Stevens.  Thank  you,  Mr.  Chairman.  I  appreciate  that. 

Chairman  ROTH.  Our  distinguished  senator  from  Connecticut. 
We  have  a  little  problem,  I  might  say.  We  are  going  to  have  three 
back-to-back  votes  at  I  guess  roughly  10:15.  But  we  will  proceed  as 
far  as  we  can. 

Senator  LlEBERMAN.  Thank  you,  Mr.  Chairman.  I  take  that  intro- 
duction as  a  caution  to  me  not  to  go  on  too  long,  and  I  will  not. 
I  am  pleased  to  be  here  and  to  welcome  the  distinguished  panel  of 
witnesses,  particularly  Ms.  Franklin  who  is  not  only  a  former  Sec- 
retary of  Commerce  but  had  the  good  judgment  to  accept  a  pro- 
posal of  marriage  from  a  fi*iend  and  constituent  of  mine  and  there- 
by became  a  constituent  of  mine.  I  am  honored  to  represent  you. 

Mr.  Chairman,  I  will  try  to  expedite  it  by  putting  two  statements 
in  the  record.  The  first,  my  own  in  which  I  quite  strongly  support 
two  of  the  functions  of  the  Department  of  Commerce  and  express 
my  concerns  about  rushing  too  hastily  to  do  away  with  this  depart- 
ment of  all  departments.  It  does  seem  to  me  it  has  a  unique  func- 
tion as  the  one  seat  at  the  table  that  is  to  be  occupied  by  the  Amer- 
ican business  community  or  somebody  who  has  the  job  of  rep- 
resenting business  and  entrepreneurship  and  speaking  for  eco- 
nomic growth. 

Secondly,  it  is  the  smallest  in  a  budgetary  sense  of  any  depart- 
ment; returns  six  dollars,  by  at  least  one  calculation  that  I  have 
seen,  to  the  economy  for  every  dollar  we  invest  in  it.  I  feel  very 
strongly  about  the  trade  and  technology  functions.  I  think  there  is 
a  broad  base  of  support  for  the  trade  functions  and  I  need  not 
speak  at  length  about  those  or  to  comment  any  more  about  the  ex- 
traordinary job  that  Secretary  Brown  has  done  in  that  area. 
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But  I  am  very  troubled  by  the  abuse  the  technology  programs  are 
receiving  because  I  do  believe  that  we  have  established  a  uniquely 
American  model  here  of  an  industry-driven  program  to  help  us 
take  some  of  the  breakthroughs  of  the  laboratories  of  America, 
which  remain  first  in  the  world,  and  commercialize  them.  We  all 
make  speeches  and  complain  about  the  fact  that  we  developed  the 
ideas  that  the  Japanese  then  came  along  and  made  into  the  fax 
machine  and  videos,  VCRs,  et  cetera. 

It  is  these  technology  programs  run  by  the  ATP  folks,  the  Ad- 
vanced Technology  Program  section  and  NIST  at  Commerce  that 
put  us  into  the  competition.  This  is  not  winners  and  losers  choos- 
ing. This  is  pre-commercial,  pre-competitive  and  totally  industry- 
driven.  I  think  we  are  going  to  lose  something  if  we  lose  these  pro- 
grams. 

I  must  say  the  ones  that  are  going  to — I  have  talked  to  people 
in  some  of  our  allied  countries  in  Asia  and  Europe  and  these  kinds 
of  programs  are  accepted  there  at  about  the  same  level  as  national 
defense  programs  are  here.  There  is  not  partisan  dispute  about 
them  because  they  are  thought  to  be  that  critical  to  economic  secu- 
rity and  growth. 

The  second  statement  I  want  to  put  in  the  record  is  from  William 
F.  Paul,  who  is  the  executive  vice  president  of  the  United  Tech- 
nologies Corporation.  Mr.  Chairman,  I  do  so  because  I  am  trou- 
bled— I  know  it  is  always  hard  to  include  every  part  of  view  at 
these  hearings.  I  do  not  think  we  have  heard  enough  from  Amer- 
ican businesses.  We  have  had  one  or  two  associations  representing 
business,  but  this  is  their  department. 

Mr.  Paul  gives  a  very  strong  statement  of  advocacy  for  the  trade 
and  technology  functions  and  has  some  cautionary  notes,  as  some- 
body who  heads  the  international  operations  now  for  UTC,  about 
the  idea  of  combining  the  functions  of  the  USTR  with  the  trade 
functions  of  Commerce. 

So  with  that,  I  look  forward  to  the  testimony  of  the  witnesses 
and  I  thank  the  chair. 

[The  statement  from  Mr.  Paul  follows:] 

PREPARED  STATEMENT  OF  WILLIAM  F.  PAUL 

Mr.  Chairman,  members  of  the  Senate  Governmental  Affairs  Committee,  I  am 
William  F.  Paul,  Executive  Vice  President  of  United  Technologies  Corporation,  and 
Chairman  of  United  Technologies  International  Operations.  I  commend  you  on  hold- 
ing these  hearings  and  we  very  much  appreciate  the  opportunity  of  those  of  us  in- 
volved, to  help  shape  our  government's  role  and  structure  in  international  trade.  We 
are  also  well  aware  of  your  efforts  on  this  subject,  Mr.  Chairman,  dating  back  to 
your  work  with  a  very  respected  Secretary  of  Commerce,  the  late  Malcolm  Baldrige. 

I  am  pleased  to  share  with  you  and  the  Committee  our  experience  and  views  re- 
garding the  Department  of  Commerce,  and  the  excellent  job  which  we  believe  Sec- 
retary Ronald  Brown  is  doing  for  business. 

United  Technologies  Corporation  is  truly  a  global  company.  We  do  business  in  183 
countries,  or  in  all  but  six  countries,  and  56  percent  of  our  business  today  is  inter- 
national, compared  with  about  20  percent  in  the  1970's.  We  are  among  the  top  U.S. 
exporters  with  $3.1  billion  in  export  sales  (1994).  We  also  rank  among  the  top  ten 
companies  in  research  and  development  spending.  Our  major  businesses  include 
Pratt  &  Whitney  aircraft  engines.  Carrier  heating  and  air  conditioning  systems, 
Otis  elevators  and  escalators,  Sikorsky  helicopters,  Hamilton  Standard  aerospace 
systems,  and  UT  Automotive  components  and  systems.  Our  revenues  were  $21.2  bil- 
hon  in  1994. 

Over  the  past  40  years  with  my  company,  I  have  had  a  number  of  assignments 
and  extensive  experience  involving  international  competitions.  During  my  career  at 
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Sikorsky,  I  had  the  privilege  of  leading  the  development  of  the  Blackhawk,  Sea 
Hawk,  CH-53E  and  S-76  helicopters.  As  President  of  Sikorsky,  I  had  extensive  ex- 
perience competing  against  the  Europeans  for  helicopters  and,  in  recent  years,  my 
experience  has  grown  to  include  all  products  of  the  corporation. 

From  that  background,  I  am  deeply  concerned  that  the  Department  of  Commerce 
IS  under  attack  and  may  be  abolished  or  debilitated.  This  comes  at  a  time  when  the 
Department,  under  the  leadership  of  Ron  Brown,  has  become  the  most  effective 
Commerce  Department  in  recent  time.  I  am  also  concerned  that  there  is  not  enough 
time  in  the  present  legislative  cycle  to  arrive  at  a  well-thought-through  approach 
to  improving  the  government's  ability  to  advocate  U.S.  commerce.  We,  in  inaustry, 
understand  profoundly  the  need  to  restructure  and  reduce  costs.  We  are  inter- 
national winners  because  of  our  ability  to  streamline,  lower  our  costs,  and  yet  invest 
in  leading  edge  products  and  equipment  Nevertheless,  the  field  is  strewn  with  re- 
structuring failures  which  were  not  well  thought  out  before  implementation.  We 
have  learned  that  there  is  great  benefit  in  involving  our  employees  in  the  process 
of  planning  and  implementing  our  restructuring  programs.  I  recommend  that  the 
government  take  a  similar  approach  by  involving  those  experienced  in  the  process 
to  help  develop  a  winning  government  strategy  and  plan. 

Specifically,  Mr.  Chairman,  I  urge  that  the  Congress  establish  a  group  of  informed 
people  from  government,  industry  and  academia,  to  provide  a  thoughtful  and  well 
prepared  plan  to  best  strengthen  the  role  of  government  in  support  of  business  and 
its  ability  to  compete  internationally.  I  urge  that  no  near  term  decision  be  made  by 
the  Congress.  I  fear  that  the  extremely  effective  support  of  U.S.  business  from  the 
Commerce  Department  may  be  damaged  irrevocably.  Secretary  Brown  and  his  team 
have  done  a  great  job  of  substantially  improving  the  department.  Why  not  let  that 
team  lead  the  effort  to  respond  to  the  concerns  and  desires  of  Congress? 

As  the  future  of  the  Commerce  Department  is  debated,  I  believe  that  the  Commit- 
tee should  also  benchmark  how  otner  governments  involve  themselves  in  inter- 
national trade  matters.  I  believe  they  understand  their  role  and  they  have  been  at 
it  for  centuries.  The  countries  we  compete  with  are  trading  countries  where  business 
and  government  efforts  are  integrated.  They  recognized  that  they  lacked  the  inter- 
nal market  size  and  natural  resources  to  maintain  a  prosperous  economy.  In  con- 
trast, our  country  has  had  the  resources  and  market  size  to  make  it  prosperous  and 
until  recently  the  role  of  government  could  remain  at  arm's  length.  It  has  become 
clear  that  we  need  a  more  integrated  approach  to  be  an  even  more  powerful  trading 
nation. 

I  would  like  to  cite  some  specific  lessons  learned  from  aerospace  competitions 
which  might  be  helpful  to  the  Committee.  There  are  four  factors  involved  in  winning 
international  competitions: 

First,  we  must  have  HIGH  LEVEL  GOVERNMENT  SUPPORT  to  offset  the  enor- 
mous support  our  trading  competitors  get  from  their  governments.  If  there  is  no  po- 
litical reason  to  buy  U.S.  products  and  there  is  no  U.S.  political  support  for  the 
project,  we  will,  in  the  final  analysis,  probably  lose. 

Second,  we  must  have  a  competitive  PROJECT  FINANCING  package.  Many  of 
our  potential  international  customers  do  not  have  the  up  front  capital,  require  a 
loan,  and  get  very  favorable  terms  from  foreign  governments. 

Third,  we  must  often  provide  an  INDUSTRIAL  COOPERATIVE  PROGRAM  con- 
sisting of  joint  ventures  or  other  forms  of  business  alliances.  The  international  cus- 
tomers want  their  fair  share  of  industrial  content  for  their  investment.  This  is  done 
on  a  commercial  basis. 

Fourth  and  last,  is  the  PRODUCT  performance,  cost  and  schedule.  Unless  there 
is  an  overpowering  need  for  U.S.  products  or  an  overwhelming  product  edge,  the 
international  customers  look  at  each  sale  as  an  industrial  and  jobs  investment 

With  that  context,  it  is  clear  that  business  needs  to  have  a  strong  voice  of  support, 
which  we  are  currently  getting  from  the  Secretary  of  Commerce,  and  the  ability  to 
gain  tangible  support  from  the  White  House,  Export  Import  (EXIM)  Bank,  Overseas 
Private  Investment  Corps  (OPIC)  Trade  and  Development  Agency  (TDA),  and  oth- 
ers. Furthermore,  in  my  view,  Ron  Brown  has  been  most  successful  because  of  his 
personal  capabilities  and  energy;  but  equally  important  has  been  the  recognition  of 
those  abroad  that  he  speaks  for  the  President,  has  his  ear,  and  his  support. 

To  illustrate  the  point,  just  2  weeks  ago  our  Sikorsky  Blackhawk  competitions  in 
Turkey  and  Spain  were  in  difficulty  because  of  support  given  to  Eurocopter  from  the 
highest  levels  of  the  French  government.  We  were  able  to  contact  the  Export  Advo- 
cacy organization  in  the  Commerce  Department,  and  in  a  few  days,  letters  were  dis- 
patched by  Secretary  Brown. 

In  Russia,  the  Ilyushin  Company  planned  to  procure  its  engines  and  avionics  from 
European  sources  Our  Pratt  and  Whitney  company  was  able  to  turn  this  around 
and  the  Russians  now  plan  to  buy  U.S.  equipment.  We  had  crucial  support  from 
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Secretary  Brown  and  the  U.S.  should  reap  the  benefits  of  $1  bilUon  of  aerospace 
jobs. 

Probably  the  best  example  of  recent  support  was  the  Saudi  Arabia  order  for  new 
passenger  aircraft.  The  order  of  over  $4  billion  for  Boeing  and  McDonnell  Douglas 
airplanes  with  U.S.  engine  manufacturers  was  strongly  supported  by  Secretary 
Brown  and  President  Clinton. 

On  the  subject  of  the  Advanced  Technology  Program  (ATP),  we  support  a  carefully 
constructed  commercial  technology  program.  We  have  witnessed  the  Nation's  sup- 
port of  basic  aerospace  research  from  new  airfoils  and  materials,  to  super  computers 
and  semiconductors.  These  break  through  technological  accomplishments  have  been 
of  enormous  help  and  benefit.  We  believe  that  the  government's  support  for  tech- 
nology can  be  and  should  be,  on  a  longer  horizon  than  is  typical  or  feasible  in  com- 
mercially funded  technology. 

I  am  aware  that  alternatives  to  the  Commerce  Department  are  being  offered.  The 
alternative  of  combining  the  United  States  Trade  Representative  (USTR)  with  Com- 
merce does  not  make  sense  to  me.  We  need  to  keep  separate  the  functions  of  trade 
negotiations  and  trade  advocacy.  I  can  visualize  a  situation  where  the  USTR  is 
threatening  sanctions  and  would  not  want  to  ask  for  support  of  a  U.S.  supplier  in- 
volved in  a  competition  in  that  country.  Similarly,  the  State  Department,  when  it 
is  involved  with  a  foreign  policy  decision,  may  not  be  willing  to  petition  that  country 
for  support  of  a  U.S.  supplier.  We  believe  that  industrial  cooperation  is  an  extraor- 
dinarily important  part  of  international  relations.  We  need  an  advocate  a  single 
message  with  the  ear  and  power  of  the  President. 

Mr.  Chairman,  I  firmly  believe  that  we  need  the  Commerce  Department  to  con- 
tinue to  support  and  help  industry  expand  its  exports.  Alternatives  are  possible,  but 
a  rush  to  judgment  in  this  legislative  cycle  could,  in  my  view,  do  irrevocable  dam- 
age. In  the  field  of  aerospace,  it  is  clear  that  we  need  the  help  of  government.  Other 
countries  correctly  see  the  vulnerabilities  of  this  Nation's  most  important  export 
business  segment  which  is  being  weakened  by  severe  cuts  in  defense  spending  and 
they  have  targeted  this  market.  Aerospace  companies  and,  indeed,  the  broad  cross 
section  of  businesses  must  compete  and  win  abroad.  Precipitous  actions  must  not 
inadvertently  play  into  their  hands.  We  all  need  to  cut  costs  and  the  government 
has  the  daunting  and  critical  task  of  balancing  the  budget.  Despite  this  challenge, 
we  must  continue  to  invest  and  invest  well  in  strengthening  our  promotion  of  trade 
and  exports. 

Thank  you  for  the  opportunity  to  express  my  views. 

Chairman  ROTH.  Thank  you,  Senator  Lieberman. 

I  think  we  will  go  ahead  and  start  with  the  panel.  It  is  indeed 
a  pleasure  for  me  to  welcome  three  very  distinguished  members  of 
the  first  panel.  Ambassador  Yeutter,  always  good  to  see  you.  You, 
of  course,  have  served  as  former  Secretary  of  Agriculture,  and  as 
former  U.S.  Trade  Representative.  We  are  particularly  pleased  to 
have  a  former  Secretary  of  Commerce  here,  Ms.  Franklin,  who 
served  in  that  capacity.  I  know  from  having  read  her  prepared  re- 
marks that  she  has  many  interesting  observations  to  make.  Mr. 
Weidenbaum,  always  a  pleasure  to  see  you  and  we  appreciate 
you — your  testimony  has  great  weight,  obviously,  as  a  former  chair- 
man of  the  Council  of  Economic  Advisors. 

Ambassador  Yeutter,  we  will  start  with  you.  We  would  like  to  try 
to  keep  the  opening  remarks  to  10  minutes,  and  of  course,  your  full 
statement  will  be  included  as  if  read. 

TESTIMONY  OF  AMBASSADOR  CLAYTON  YEUTTER,  FORMER 
SECRETARY  OF  AGRICULTURE,  AND  FORMER  U.S.  TRADE 
REPRESENTATIVE 

Ambassador  Yeutter.  Thank  you,  Mr.  Chairman.  It  is  a  pleas- 
ure to  be  here  and  discuss  a  subject  about  which  you  and  I  have 
conversed  on  many  occasions  over  the  last  decade  or  so. 

It  is  a  critical  time  in  the  streamlining  and  restructuring  of  Gov- 
ernment, as  this  Committee  has  realized,  and  in  my  view  a  golden 
opportunity  to  do  some  good  things.  The  message  of  the  last  elec- 
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tion  very  clearly  was  that  the  American  public  wants  the  Federal 
Government  to  do  less  than  it  is  doing  today,  and  they  want  the 
Federal  Government  to  do  things  better  than  they  are  doing  it 
today.  That  is  a  message,  by  the  way,  that  was  not  just  one  of 
1994.  It  has  been  building  for  quite  a  number  of  years  and  was 
simply  reflected  in  the  electoral  outcomes  of  1994. 

Putting  that  in  the  context  of  this  Committee's  discussions  today, 
can  the  Commerce  Department  be  dismantled  or  eliminated  as  sug- 
gested by  the  topic  of  this  hearing?  The  answer  to  that  is  certainly. 
It  has  been  somewhat  of  a  miscellaneous,  catch-all  department  for 
a  long  period  of  time.  No  department  is  sacrosanct.  Defenses  of  the 
status  quo  are  just  unacceptable  in  a  world  that  is  changing  as  rap- 
idly as  it  is  today. 

But  at  the  time  I  concur  with  some  of  the  statements  that  have 
already  been  made  here  this  morning,  that  dismantling  is  easy  con- 
ceptually. It  is  not  hard  to  tear  things  down.  Of  greater  importance 
to  me  is  what  this  Committee  and  this  Congress  does  after  it  tears 
down,  assuming  that  it  does  some  of  that.  It  is  a  much  greater 
challenge  to  rebuild,  restructure,  improve,  and  create.  We  ought  to 
take  advantage  of  the  opportunity  to  do  that  in  order  to  make  Gov- 
ernment work  better. 

So  let  us  salvage  where  salvage  is  appropriate  in  this  situation, 
and  rebuild  where  that  is  appropriate.  That  is  really  what  this  ex- 
ercise should  be  about. 

I  am  not  going  to  comment  on  the  non-trade  related  functions  in 
Commerce  because  Secretary  Franklin  can  do  that  much  more  ade- 
quately than  I.  I  do  want  to  talk  about  the  trade  related  functions 
because,  in  my  view,  this  is  perhaps  the  most  propitious  oppor- 
tunity this  Congress  has  ever  had  to  organize  the  trade  functions 
of  the  U.S.  Government  properly.  We  have  talked  about  it  for  at 
least  a  decade;  since  I  became  U.S.  Trade  Representative  in  1986, 
but  we  have  not  done  it. 

Without  question,  we  do  not  now  have,  and  we  never  have  had, 
what  I  would  call  a  full-scale  functioning  trade  ministry  in  the 
United  States;  one  that  would  represent  this  country  well  inter- 
nationally now  and  forever  more.  That  is  clearly  what  the  business 
community  of  this  country  wants.  In  terms  of  representation,  as 
Senator  Lieberman  indicated,  the  business  community  needs  the 
presence  of  the  U.S.  Government  primarily,  if  not  exclusively,  on 
the  trade  front.  It  does  not  need  much,  if  any,  help  on  the  domestic 
front.  Business  can  pretty  much  take  care  of  itself  domestically. 
But  internationally,  that  is  a  different  matter. 

How  would  I  go  about  doing  it?  My  prepared  testimony  lays  this 
out  in  detail,  so  I  will  summarize  it  quickly.  I  would  start  with  my 
own  former  entity,  the  Office  of  the  U.S.  Trade  Representative  in 
creating  what  I  would  call  a  trade  ministry  for  the  U.S.  Govern- 
ment. USTR  has  been  a  shining  star  for  a  long  period  of  time  in 
the  U.S.  Government.  You  will  hear  lots  of  objection,  Mr.  Chair- 
man, to  combining  it  with  some  of  these  other  trade  related  func- 
tions, and  you  will  hear  lots  of  concerns  expressed  that  we  will  lose 
the  lean,  mean  "strike  force"  structure  at  USTR. 

I  do  not  agree  with  that.  In  my  view,  there  is  no  reason  whatso- 
ever that  we  could  not  create  a  trade  ministry  in  this  country  in 
which  USTR  can  maintain  its  semi-autonomous  strike  force  char- 
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acter  within  a  larger  organization  that  can  provide  the  support  it 
needs. 

Also  on  the  front  line,  it  seems  to  me,  ought  to  be  the  Export- 
Import  Bank.  You  will  again  hear  objections,  Mr.  Chairman,  to 
having  Ex-Im  included  in  a  trade  ministry,  but  I  believe  it  ought 
to  be  there.  If  we  expect  a  trade  minister,  whomever  that  may  be, 
to  effectively  do  his  or  her  job  around  the  world,  we  have  to  give 
that  person  the  tools  to  do  so.  If  we  do  not  put  entities  with  the 
horsepower  of  USTR  and  the  Ex-Im  Bank  in  a  trade  ministry  then 
we  might  as  well  forget  the  whole  thing  and  continue  with  the 
structure  we  have  today. 

So  I  would  have  as  the  front  line  organizations — the  pushers  and 
advocates  opening  up  export  opportunities  for  the  United  States — 
USTR  and  the  Ex-Im  Bank.  OPIC  would  fit  into  that  same  cat- 
egory, but  there  are  proposals  that  it  be  privatized.  Those  proposals 
are  appealing  to  me.  But  if  a  decision  were  made  to  retain  OPIC 
within  the  U.S.  Government  then  I  would  put  it  with  the  Ex-Im 
Bank  and  USTR  as  front  line  organizations  to  do  the  task  that  I 
have  just  outlined. 

Immediately  behind  them  I  would  put  the  support  organizations. 
What  is  lacking  at  USTR  today  is  support  and  backup.  USTR  is  an 
immensely  successful  organization  but  it  does  not  have  at  its  com- 
mand, if  you  will,  a  support  structure  that  it  can  call  on  if  and 
when  needed.  The  rest  of  Government  is  typically  very  cooperative, 
but  soliciting  cooperation  is  different  fi'om  having  it  at  hand  at  all 
times. 

You  do  not  have  a  situation  in  the  finance  ministry  of  this  coun- 
try, the  U.S.  Treasury,  where  the  Secretary  of  the  Treasury  has  to 
seek  cooperation  of  other  departments  to  get  his  or  her  job  done. 
We  have  a  different  situation  within  trade,  and  in  my  view  that  is 
disadvantageous  to  trade.  When  time  is  of  essence  in  a  trade  dis- 
pute, one  does  not  want  to  be  "soliciting"  help  from  other  agencies! 

So  I  would  take  the  trade  related  support  functions  of  the  Com- 
merce Department  and  put  them  in  this  trade  ministry.  This  would 
insure  the  level  of  support  that  a  trade  minister  needs  to  get  the 
job  done. 

What  would  those  support  functions  be?  As  I  have  outlined  in  my 
testimony,  I  would  put  in  the  export  promotion  trade  development 
functions  that  Secretary  Brown  has  used  so  well.  One  also  needs 
analytic  support,  so  I  would  include  the  anal3rtical  and  policy  staff 
of  the  economic  entities  of  Commerce. 

Then,  getting  to  the  technology  point  Senator  Lieberman  made, 
we  need  some  people  in  a  trade  ministry  who  have  the  sophistica- 
tion and  highly  specialized  skills  and  knowledge  that  can  support 
USTR  in  this  area,  which  is  going  to  be  immensely  important  in 
the  future. 

I  am  on  the  board  of  several  American  corporations,  one  of  which 
is  Texas  Instruments,  which  operates  in  the  arena  of  high  tech- 
nolo^.  From  that  board's  experience  I  am  fully  aware  of  how  so- 
phisticated these  products  and  services  have  become,  and  of  how 
much  export  potential  they  have.  Regrettably  we  just  do  not  have 
many  people  in  the  U.S.  Government  with  a  high  level  of  knowl- 
edge and  expertise  in  information  technology,  telecommunications, 
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and  other  high  technology  subjects.  Some  of  the  new  environmental 
challenges  will  be  in  the  same  category  as  well. 

So  we  must  develop  the  necessary  support  horsepower  within  a 
trade  ministry  so  that  a  trade  minister  knows  what  he  or  she  is 
doing  in  this  area.  Therefore,  I  would  put  some  technology  support 
in  the  export  promotion  goup  I  discussed  earlier. 

Then,  of  course,  one  must  include  the  import  administration 
function,  which  is  the  administration  of  our  countervailing  duty 
laws  and  antidumping  laws.  Some  will  say,  how  can  you  put  the 
negotiating  function  and  import  administration  together?  Are  they 
not  inconsistent?  That  is  an  argument  that  should  quickly  be  dis- 
missed. This  combination  is  found  in  trade  ministries  all  over  the 
world.  It  has  not  caused  any  great  problem  an3rwhere  else  and 
there  is  no  reason  why  it  should  cause  a  problem  here. 

People  say,  will  there  not  be  a  trade-off  between  the  folks  who 
want  to  open  markets  and  those  who  want  to  close  markets?  That 
trade-off  exists  today.  One  cannot  build  functional  firewalls  in  this 
area.  It  is  up  to  the  trade  minister  to  balance  these  interests,  that 
is  just  part  of  the  job.  So  Import  Administration  should  be  in- 
cluded. 

I  would  put  Export  Administration  be  included.  There  have  been 
some  proposals  in  a  trade  ministry  too.  Export  licensing  programs 
ought  to  be  transferred  to  the  State  Department.  I  think  that 
would  be  a  mistake.  Other  proposals  suggest  that  export  licensing 
enforcement  ought  to  go  to  Customs.  I  do  not  have  any  particular 
comment  on  that  but  enforcement  is  such  a  small  entity  I  would 
be  inclined  to  put  all  of  Export  Administration  in  the  trade  min- 
istry. 

In  summary,  the  support  functions  would  be  what  I  would  call 
"Export  Promotion,"  Import  Administration  and  Export  Adminis- 
tration. 

Then,  of  course,  the  final  piece  of  this  package  is  the  Foreign 
Commercial  Service.  You  must  have  a  delivery  arm  in  foreign  coun- 
tries, a  job  that  our  agricultural  attaches  have  done  very  well  for 
many  years.  There  is  no  reason  why  we  cannot  be  just  as  success- 
ful with  a  non-agricultural  delivery  arm.  I  would,  however,  knock 
out  the  domestic  part  of  that  program,  which  I  do  not  see  as  a  nec- 
essary function.  I  would  just  keep  the  foreign  part. 

Your  next  question,  Mr.  Chairman,  will  be,  is  this  a  department 
or  is  it  some  kind  of  an  office?  There  have  already  been  a  number 
of  proposals  on  that  subject.  As  I  have  outlined  this  trade  ministry, 
it  probably  includes  2,000  people  or  so  (depending  on  how  one  han- 
dles the  Ex-Im  Bank  and  OPIC  and  depending  on  whether  one 
would  add  the  U.S.  International  Trade  Commission  to  the  mix).  In 
my  view  this  ought  to  justify  departmental  status,  but  I  will  leave 
that  judgment  to  you. 

I  would  add  just  one  word  of  caution.  In  this  process  you  need 
to  be  very  careful,  Mr.  Chairman,  that  the  trade  minister  has 
ample  prestige — within  the  U.S.  Government  and  without. 

Today  the  U.S.  Trade  Representative  is  our  trade  minister.  That 
is  well  understood  within  the  U.S.  Government,  but  I  would  guess 
that  at  least  three-fourths  of  the  American  public  have  no  realiza- 
tion that  the  USTR  is  a" member  of  the  President's  Cabinet.  If  you 
say  "Secretary  of  Commerce"  or  "Secretary  of  Trade"  or  "Secretary 
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of  Agriculture,"  people  know  that  that  person  is  a  member  of  the 
President's  Cabinet. 

More  importantly,  the  question  is  how  this  person  will  be  per- 
ceived internationally.  Will  that  person  have  the  clout  you  want  to 
provide  internationally.  The  more  clout  the  better,  of  course,  in 
title  and  in  "bureaucratic  horsepower."  That  is  why  I  would  create 
a  department  of  trade,  or  whatever  you  wish  to  call  it,  rather  than 
an  office.  But  that  is  a  judgment  for  the  Congress  to  make. 

Finally,  Mr.  Chairman,  as  you  well  know  someone  must  sort  out 
the  jurisdictional  issues  among  committees  of  Congress  if  this  con- 
cept is  ever  going  to  fly.  If  that  cannot  be  done,  this  is  only  an  in- 
tellectual exercise. 

Thank  you. 

[The  prepared  statement  of  Ambassador  Yeutter  follows:] 

PREPARED  STATEMENT  OF  AMBASSADOR  CLAYTON  YEUTTER  i 

Mr.  Chairman,  thank  you  for  inviting  me  to  comment  on  the  functions  of  the  De- 
partment of  Commerce  and  other  trade  related  entities  of  the  U.S.  Government.  As 
you  know,  we've  had  numerous  conversations  through  the  years  on  this  increasingly 
important  topic. 

Since  serious  consideration  is  being  given  to  streamlining  government  by  elimi- 
nating Commerce  and  certain  other  cabinet  departments,  I  will  comment  only  in  a 
cursory  way  today  on  the  non-trade  functions  of  that  department.  I  leave  more  thor- 
ough analysis  of  those  functions  to  the  former  Secretaries  of  Commerce  who  are  tes- 
tifying, for  they  understand  them  far  better  than  I.  I  have  noted,  however,  that 
some  Executive  Branch  spokesmen  seem  to  be  defending  all  elements  of  the  Com- 
merce Department  and  its  present  overall  structure.  Those  views  should  be  rejected, 
for  no  government  department  is  sacrosanct.  Needs  and  priorities  change  over  time, 
and  there  is  no  government  entity  that  cannot  be  improved  through  timely  restruc- 
turing. In  almost  every  case,  downsizing  will  also  yield  efficiencies,  as  has  been 
demonstrated  over  and  over  again  in  the  U.S.  private  sector  during  the  past  decade. 

Therefore,  Mr.  Chairman,  I  applaud  your  leadership  in  seeking  to  downsize  and 
reshape  the  Federal  Government.  Over  the  last  three  decades,  government  has  more 
and  more  intruded  arrogantly  into  American  life.  Through  the  years  there  has  been 
plenty  of  talk  about  reorganizing  and  downsizing  government,  but  these  efforts  have 
been  half-hearted  and  have  achieved  only  limited  success.  With  strong  leadership, 
Mr.  Chairman,  I  am  confident  Congress  and  this  Committee  can  get  the  job  done. 

Our  goal  should  be  to  downsize  smartly,  so  that  government  becomes  leaner  and 
meaner,  but  still  effective  and  aggressive.  It  means  rewarding  those  functions  that 
are  superior  performers  and  provide  bang  for  the  buck.  It  is  an  ongoing  challenge 
that  will  never  be  fully  met,  but  one  where  engagement  will  always  be  worthwhile. 

As  a  more  specific  objective  for  this  Committee,  I  would  strongly  recommend  the 
consolidation  of  all  major  trade  functions  of  this  government  into  what  I  would  call 
a  trade  ministry,  the  term  that  is  used  by  most  other  countries.  Debate  over  the 
future  of  the  Commerce  Department  provides  a  unique  opportunity  to  deal  with  this 
issue  in  decisive  fashion,  for  the  first  time  ever. 

Your  first  question  might  well  be:  "Are  you  recommending  that  we  emulate  MITI, 
the  Japanese  Trade  Ministry?"  My  answer  is  "no"  for  there  is  a  lot  not  to  like  about 
MITI!  It  has  far  too  much  government  infringement  in  the  operations  of  Japanese 
business,  and  its  industrial  development  efforts  have  been  more  bust  than  boom. 
But  I  do  like  what  some  of  the  other  trade  ministries  of  the  world  are  doing,  and 
we  ought  to  pick  the  best  and  avoid  the  worst  of  each  if  we  are  to  establish  a  trade 
ministry  here  in  the  U.S. 

U.S.  trade  policy  has  produced  some  incredible  achievements  over  the  past  dec- 
ade— among  them  the  Uruguay  Round,  NAFTA,  and  the  U.S. -Canada  Free  Trade 
Agreement.  USTR  has  been  an  outstanding  performer,  but  we  do  not  now  have,  nor 
have  we  ever  had,  anything  approaching  a  full  scale  trade  ministry.  We  can  do  bet- 
ter. With  exports  becoming  ever  more  important  to  our  economy,  the  absence  of  a 
coordinated,  cohesive  U.S.  trade  ministry  which  brings  the  same  weapons  into  battle 
that  are  available  to  our  foreign  competitors  is  a  travesty. 
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Furthermore,  a  powerful  trade  ministry  is  what  the  non-agricultural  sector  needs 
most  from  the  U.S.  Government.  Our  manufacturing  sector  and  other  elements  of 
what  we  typically  call  "industry"  can  take  care  of  themselves  on  the  domestic  scene. 
It  is  in  the  international  arena  where  they  still  need  the  "presence"  of  an  active  Fed- 
eral Government.  That  presence  should  be  provided  by  a  trade  ministry  that  would 
vigorously  represent  the  interests  of  American  business. 

What  should  one  call  this  entity?  I  leave  that  to  you,  but  possibilities  might  in- 
clude: a  Department  of  International  Trade  (DIT);  a  Department  of  Commerce  & 
Trade  (DOT);  or  a  Department  of  Trade  &  Industry  (DTI).  Obviously  there  are  an 
infinite  number  of  other  possibilities. 

Almost  every  trade  ministry  throughout  the  world  is  now  at  Cabinet  level,  so  ours 
should  be  as  well.  To  do  otherwise  would  be  to  reduce  the  stature  of  our  minister 
(Secretary)  among  his  or  her  counterparts,  and  that  would  clearly  be  harmful  to  our 
own  interests.  Our  goal  should  be  to  underscore,  not  undermine,  the  clout  and  pres- 
tige of  our  trade  ministry. 

Of  greater  importance  is  what  this  ministry  contains,  and  how  it  would  function 
within  the  Executive  Branch.  So  let's  turn  now  to  those  questions. 

In  establishing  a  trade  ministry,  I'd  start  with  one  of  my  former  entities,  the  Of- 
fice of  the  U.S.  Trade  Representative.  USTR,  a  superlative  performer,  will  probably 
always  be  at  the  heart  of  U.S.  trade  activity,  no  matter  where  it  is  placed  in  the 
hierarchy  of  government.  It  fits  comfortably  where  it  now  resides,  in  the  Executive 
Office  of  the  President,  and  that  gives  it  great  prestige.  But  that  is  also  the  source 
of  innumerable  turf  battles  with  the  present  Department  of  Commerce,  and  USTR's 
support  network  is  "voluntary,"  and  not  at  its  behest  and  command.  The  other  de- 
partments of  government  are  typically  supportive,  particularly  at  critical  points  in 
our  trade  negotiations,  but  this  is  never  a  given.  Other  departments  have  their  own 
priorities,  and  those  are  not  always  the  same  as  USTR's.  In  addition,  we'll  never 
have  a  trade  ministry  with  the  clout  this  testimony  visualizes  until  and  unless  we 
consolidate  the  principal  trade  functions  of  the  U.S.  Gkjvernment  in  one  cabinet  de- 
partment. 

USTR  is  akin  to  a  strike  force  in  nature  and  in  modus  operandi,  and  many  will 
fear  that  those  special  attributes  will  be  lost  were  it  to  be  combined  with  other  enti- 
ties and  functions  in  a  larger  cabinet  department.  That  is  a  risk,  of  course,  but  it 
need  not  occur.  Congress  can  preclude  it  from  occurring  by  preserving  USTR's  lean, 
flexible,  semi-autonomous  status  within  a  new  trade  ministry.  That  is  a  question 
of  legislative  language,  and  foUowup  organizational  execution. 

I'd  also  put  the  Export-Import  Bank  (Ex-Im)  in  a  new  trade  ministry. 2  It  too 
would  lose  some  of  its  independence  and  autonomy  were  this  to  occur,  though  I'd 
make  it  "semi-autonomous"  in  much  the  same  way  as  USTR.  To  exclude  it  would 
be  to  leave  out  a  lot  of  global  horsepower.  And  if  a  trade  ministry  is  to  carry  out 
the  mission  I've  outlined  today,  the  Secretary  will  need  all  the  horsepower  he  or  she 
can  possibly  command.  If  this  Department  is  to  effectively  serve  the  American  busi- 
ness community  outside  the  borders  of  the  U.S.,  Congress  has  to  give  it  the  tools 
to  do  so.  If  Congress  is  not  prepared  to  do  that,  we  ought  to  forget  the  whole  idea. 

Placing  the  U.S.  and  Foreign  Commercial  Service  (FCS)  should  be  easy.  Agricul- 
tural exports  have  been  one  of  this  nation's  great  success  stories,  and  the  Foreign 
Agriculture  Service  (FAS)  within  the  Department  of  Agriculture  has  had  a  lot  to  do 
with  that.  FCS  is  now  attempting  to  repeat  those  successes  in  the  non-agricultural 
arena,  so  it  deserves  to  be  one  of  the  principal  entities  of  a  U.S.  trade  ministry.  I 
would,  however,  eliminate  the  U.S.  (domestic)  part  of  that  organization.  That  would 
reduce  the  size  of  the  program,  save  considerable  money,  and  there  is  no  reason  why 
such  functions  cannot  be  performed  by  a  combination  of  state  agencies  and  private 
sector  associations. 3 

USTR  and  Ex-Im  give  a  trade  ministry  excellent  front  line  trade  weapons,  and 
FCS  has  the  potential  of  being  a  first  class  "delivery"  organization.  But  they  must 
have  support,  and  that's  where  some  of  the  present  Commerce  Department  func- 
tions come  in.  For  example.  Secretary  Brown  has  skillfully  used  the  U.S.  Foreign 
and  Commercial  Service,  backed  up  by  trade  development  support,  in  promoting  the 
export  of  American  products  in  overseas  markets.  I'd  dramatically  downsize  the 
Trade  Development  office,  but  pick  the  best  of  it  for  inclusion  in  what  I  would  call 
the  Export  Promotion  arm  of  a  new  trade  ministry.  In  addition  to  the  kind  of  efforts 


2 The  Overseas  Private  Investment  Corporation  logically  cculd  be  included  as  well,  but  I  prefer 
that  it  be  privatized. 

3  In  my  view  it  would  be  a  mistake  to  put  FAS  in  a  new  trade  ministry.  Today  FAS  has  a 
proven  record  of  achievement;  an -overall  trade  ministry  does  not.  When  the  latter  has  dem- 
onstrated its  competence,  consideration  might  be  given  to  adding  FAS  programs  to  the  trade 
ministry — and  perhaps  certain  programs  from  other  departments  as  well. 
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undertaken  by  Secretary  Brown,  I'd  also  use  this  new  office  to  provide  background 
support  for  USTR,  and  perhaps  even  some  for  Ex-Im. 

I  would  also  put  the  Office  of  Import  Administration,  which  handles  antidumping 
and  countervailing  duty  cases,  into  the  trade  ministry  because  that  is  an  important 
function  with  major  policy  implications.  It  should  be  located  within  a  cabinet  depart- 
ment, not  in  an  independent  agency  such  as  the  U.S.  International  Trade  Commis- 
sion. Moving  it  to  the  USITC  might  reduce  what  is  perceived  to  be  the  size  of  the 
executive  branch,  but  it  would  not  be  a  sound  move  in  terms  of  how  trade  policy 
is  carried  out  in  the  U.S. 

Import  Administration,  deservedly  or  undeservedly,  has  a  reputation  for  being 
protectionist.  Some,  therefore,  suggest  that  it  should  not  be  a  part  of  a  department 
whose  orientation  is  one  of  opening  markets,  promoting  U.S.  exports,  etc.  That  is 
a  conclusion  with  which  I  do  not  agree.  One  of  the  most  important  duties  of  a  Cabi- 
net Secretary  is  to  balance  interests.  The  Secretary  of  every  major  cabinet  depart- 
ment must  make  these  kinds  of  tradeoffs  every  day  of  the  week.  Trade  ministers 
in  other  countries  do  so,  and  there  is  no  reason  why  ours  cannot  and  should  not 
carry  out  those  same  responsibilities. 

Some  legislative  proposals  that  are  before  you,  Mr.  Chairman,  suggest  placing  the 
licensing  functions  of  the  present  Bureau  of  Export  Administration  in  the  State  De- 
partment and  the  enforcement  functions  of  that  program  in  Customs  (i.e.,  within  the 
Treasury  Department).  I  have  no  views  on  the  latter,  but  I  believe  it  would  be  a 
mistake  to  move  licensing  responsibilities  to  State,  a  department  which  sometimes 
has  difficulty  accepting  arguments  of  American  self-interest.  I'd  put  export  licensing 
in  our  trade  ministry  and,  since  these  programs  require  relatively  few  people,  it 
might  be  simpler  to  keep  the  enforcement  function  there  as  well. 

I'd  also  put  a  dramatically  downsized  version  of  the  present  Technology  Adminis- 
tration in  the  Office  of  Export  Promotion.  Let's  get  out  of  the  industrial  policy  busi- 
ness, which  is  too  complex  and  unpredictable  for  any  government  bureaucracy,  and 
save  a  lot  of  taxpayer  money  in  the  process.  But  we  should  maintain  a  highly  select, 
specialized  capability  in  technology  policy  and  advocacy  for  this  will  be  the  key  to 
American  competitiveness  in  the  next  century. 

That  leaves  a  need  for  policy  expertise  and  analytical  capability  in  what  I  earlier 
defined  as  the  Office  of  Export  Promotion.  It  can  come  from  the  international  eco- ' 
nomic  policy  office  of  the  present  International  Trade  Administration  and/or  from 
the  present  Bureau  of  Economic  Analysis,  but  only  in  numbers  that  are  truly  re- 
quired. 

As  to  everything  else  in  Commerce  (what  I've  often  referred  to  as  the  "miscellane- 
ous department"),  I'd  move  it,  downsize  it  while  doing  so,  or  eliminate  it.  That  too 
should  save  substantial  sums  of  taxpayer  money. 

Where  does  that  leave  us?  With  a  new  trade  ministry  composed  of:  (a)  two  front 
line  agencies  to  provide  expanded  export  opportunities — USTR  and  the  Ex-Im  Bank; 
(b)  support  entities  in  Export  Promotion,  Export  Administration,  and  Import  Admin- 
istration; and  (c)  an  overseas  field  organization,  the  Foreign  Commercial  Service 
(PCS). 

How  would  it  look  on  an  organizational  chart?  Here  is  one  possibility: 


Ex-Im  Bank 

Secretary 
Deputy  Secretary 

USTR 

Export 
Promotion 

FCS 

Import 
Administration 

Export 
Administration 

Some  might  still  see  this  as  a  downgrading  of  USTR  (and  perhaps  Ex-Im  as  well), 
but  I  would  not  concur.  This  would  be  a  strong,  vital  trade  ministry,  at  least  com- 
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parable  to  any  other  in  the  world.  Therefore,  it  ought  to  attract  highly  competent, 
energetic  individuals  to  the  position  as  Secretary.  Can  that  person  do  the  jobs  we've 
now  assigned  to  two  cabinet  officers,  the  Secretary  of  Commerce  and  the  USTR?  Of 
course,  for  as  any  good  executive  knows,  that  is  a  question  of  priorities  and  organi- 
zational and  managerial  skills.  It  is  being  done  elsewhere  in  the  world;  why  not 
here? 

Finally,  what  about  the  interagency  coordinating  role,  the  "honest  broker"  role 
that  is  usually  played  by  USTR  as  an  organization?  In  the  trade  ministry  I've  out- 
lined, that  role  can  continue  to  be  played  by  the  Office  of  the  USTR  at  sub-cabinet 
level  and  below,  just  as  it  has  for  many  years.  At  the  cabinet  level,  there  are  at 
least  two  options,  Mr.  Chairman,  from  which  you  may  choose.  One  is  simply  to  leave 
that  decision  to  the  President  of  the  United  States,  as  has  been  done  in  recent 
years.  The  cabinet  level  coordinating  role  might  well  be  assigned  to  the  trade  min- 
ister (Secretary),  or  perhaps  to  the  chairman  of  an  interagency  coordinating  group, 
who  might  be  a  top  White  House  official  or  even  another  cabinet  Secretary  (such 
as  the  Secretary  oi  the  Treasury,  who  has  often  filled  that  role  in  the  past).  The 
second  option  is  to  legislate  how  this  is  to  be  done  by  prescribing  the  trade  minister 
as  the  official  who  shall  carry  out  that  responsibility.  That  would  obviously  give  the 
minister  clearly  defined  clout,  but  it  would  also  be  perceived  as  an  infringement  on 
the  President's  executive  prerogatives.'* 

I  am  persuaded  that  an  organization  of  this  type  would  work,  and  work  well.  It 
would  give  international  trade  its  rightful  place  within  the  hierarchy  of  the  U.S. 
Government  for  the  first  time,  and  would  demonstrate  to  the  rest  of  the  world  that 
the  United  States  is  really  serious  about  opening  markets  and  competing  on  a  level 
playing  field. 

This  restructuring  would  eliminate  one  Cabinet  department  (Commerce),  as  you 
had  hoped.  It  would  replace  it  with  another,  an  outcome  you  had  hoped  to  avoid. 
But  a  new  trade  ministry  organized  in  this  manner  will  be  more  focused,  more  effec- 
tive, and  more  efficient  than  the  cobbled-together  arrangement  we  now  have.  And 
it  will  do  its  job  with  far  fewer  people  and  far  less  taxpayer  money.  It  is  the  kind 
of  framework  that  can  help  lead  us  into  the  21st  century  as  the  most  competitive 
nation  in  the  world,  a  status  we  now  have  and  one  which  we  should  vigorously 
maintain. 

Mr.  Chairman,  I'd  be  pleased  to  respond  to  any  questions  you  may  have. 

Chairman  ROTH.  Thank  you,  Mr.  Yeutter.  As  you  know  I  am  very 
sympathetic  to  creating  some  kind  of  an  apparatus,  whether  it  is 
a  department  or  office  or  whatever.  I  could  not  agree  more  as  to 
the  importance  of  this  activity.  I  could  not  agree  more  that  it  is  im- 
portant that  whoever  heads  it  up  has  recognition  for  his  or  her  re- 
sponsibility in  the  international  arena. 

Ms.  Franklin,  I  am  going  to  ask  you  to  go  ahead  with  yours.  I 
understand  now  we  are  going  to  have  seven  votes.  I  will  address 
that  a  few  minutes  later,  but  please  proceed.  We  are  delighted  to 
have  you  here. 

TESTIMONY  OF  BARBARA  HACKMAN  FRANKLIN,  FORMER 
SECRETARY  OF  COMMERCE 

Ms.  Franklin.  Thank  you.  Thank  you,  Mr.  Chairman,  members 
of  the  Committee,  especially  my  senator. 

I  am  delighted  to  be  here  and  I  applaud  your  leadership  in  this 
effort  to  reorganize,  streamline  Government  and  make  it  more  effi- 
cient and  more  productive.  This  is  long  overdue.  I  have  participated 
in  corporate  boardrooms  for  the  better  part  of  the  last  15  years  and 
have  watched  as  our  businesses  have  slimmed  down  and  become 
more  competitive.  Government  simply  must  do  the  same  thing  or 
it  will  continue  to  be  a  drag  on  our  Nation's  productivity. 

As  we  review  each  governmental  activity  the  starting  point  ought 
to  be  the  question:  Is  this  a  proper  role  for  Government?  If  the  an- 


••The  legislation  might  also  specify  that  the  trade  minister  should  be  part  of  the  U.S.  team 
to  the  G-7  Economic  Summit  and  other  major  international  meetings  where  trade  is  discussed. 
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swer  is  no,  then  that  function  is  a  candidate  to  be  ehminated.  If  !j 
the  answer  is  yes,  the  next  question  should  be:  How  should  it  be 
organized  to  be  most  efficient  and  where  should  it  reside  in  the 
Federal  structure  to  best  fulfill  its  mission? 

I  applied  these  questions  to  the  Department  of  Commerce  when  i 
I  was  secretary,  and  although  I  created  a  way  to  manage  that  de-  | 
partment,  knitting  together  its  disparate  functions  under  the  ban-  i 
ner,  "Commerce  is  the  new  front  line  for  growth  and  jobs",  I  would 
have  to  admit  it  was  a  little  bit  of  a  stretch.  I  concluded  then,  as  i 
many  of  you  have  now,  that  the  department  could  and  probably 
should  be  restructured  and/or  dismantled.  ! 

Specifically  my  recommendations  are  these.  First,  there  are  some  j 
functions  that  I  believe  can  be  eliminated  because  they  do  not  meet  ! 
the  litmus  test  of  proper  role  for  Government.  They  are  Travel  and  ' 
Tourism  Administration,  the  Economic  Development  Administra- 
tion, the  Advanced  Technology  Program  which  unfortunately  has 
been  turned  into  a  large  pork  barrel  with  Government  picking  win- 
ners and  losers  among  technologies  and  favorites  among  compa- 
nies— not  an  appropriate  role  for  government — and  the  Technology 
Administration. 

But  the  Bureau  of  Standards,  which  is  the  heart  of  what  is  now 
the  National  Institute  of  Standards  and  Technology,  NIST,  must  be 
preserved  because  there  is  a  need  for  NIST  to  continue  carrying  . 
out  its  role  as  an  adjudicator  of  standard  weights  and  measures:  |  j 
a  task  provided  for  in  the  U.S.  Constitution.  Uniform  global  stand-  j 
ards  are  critical  to  our  export  performance  as  well.  And  the  j 
Baldrige  Award  administered  by  NIST,  mostly  privately  financed,  u 
should  also  be  kept.  It  is  a  great  incentive  for  quality  in  American  y, 
business.  oi 

Second,  NOAA.   I  think  NOAA  should  be  downsized,  probably    ii 
kept  together  and  sent  somewhere  else;  your  natural  resources  ; 
grouping  may  be  an  appropriate  place.  I  know  you  have  another  I S 
panel  on  this  and  that  is  all  I  am  going  to  say.  j  b 

Third,  statistical  collection  and  analysis  throughout  the  Govern-  \( 
ment  should  be  centralized  in  an  independent  agency.  The  Bureau 
of  Economic  Analysis,  which  is  part  of  Commerce,  produces  the 
GDP  numbers,  export-import  data,  and  other  measures  of  economic 
performance.  Vital  information  for  both  Government  and  private 
sector  decision-makers,  and  this  is  an  appropriate  analytic  role  for 
Government. 

The  Bureau  of  the  Census,  also  in  Commerce,  collects  much  of 
the  data  analyzed  by  the  Bureau  of  Economic  Analysis.  Almost 
10,000  of  the  36,500  employees  of  Commerce  are  in  the  Census  Bu- 
reau. There  is  room  for  streamlining  here.  Then  we  could  move 
BEA  and  a  revamped  Census  into  an  independent  agency,  together 
with  the  Bureau  of  Labor  Statistics,  the  flow  of  funds  and  indus- 
trial production  work  that  the  Federal  Reserve  Board  does,  the  Na- 
tional Agricultural  Statistics  Service  and  any  other  statistical  ac- 
tivities around  Government.  Pull  them  together,  eliminate  the  du- 
plication that  now  exists,  and  our  statistical  work  would  have  a 
more  forceful  mission.  This  agency  should  be  headed  by  a  presi- 
dential appointee  not  serving  a  term  co-terminus  with  the  Presi- 
dent's. 
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Fourth,  our  international  trade  activities  should  be  more  clearly 
focused.  The  trade  functions  of  the  Department  of  Commerce,  I  be- 
lieve, should  be  kept  together  and  brought  into  what  I  called  a 
super  USTR,  for  lack  of  a  better  name.  Maybe  a  trade  ministry  as 
Secretary  Yeutter  has  just  suggested  is  fine,  too.  The  U.S.  economy 
is  increasingly  dependent  on  trade,  as  some  of  you  have  pointed 
out.  One  of  five  jobs  depends  on  it. 

We  are  the  world's  largest  exporter,  sending  $700  billion  worth 
of  goods  and  services  out  of  the  country  last  year.  I  am  convinced 
that  the  only  way  we  can  keep  our  economy  growing,  and  the 
world's,  is  to  expand  free  trade.  And  there  is  a  legitimate,  nec- 
essary role  for  the  Federal  Government  here. 

Our  Government  has  to  negotiate  with  foreign  governments  to 
open  markets  and  remove  impediments  to  trade.  Businesses  cannot 
do  this.  And  our  Federal  Government  also  has  to  play  a  role  in  ex- 
port promotion,  along  with  State  Governments  and  private  sector 
groups,  as  long  as  other  governments  around  the  world  do  this. 
Most  other  governments  buttress  their  exports  far  more  than  we 
do.  So  as  we  push  for  less  government  involvement  around  the 
world,  our  Government  needs  to  keep  export  promotion  activities 
going.  It  is  a  way  to  keep  the  playing  field  more  level  for  our  busi- 
nesses than  it  would  be  otherwise. 

Four  trade  activities  which  are  housed  in  Commerce  are  very  im- 
portant to  all  of  this,  but  their  roles  are  not  very  well  understood. 
They  are,  I  think,  the  Rodney  Dangerfield  of  U.S.  trade:  they  do 
not  get  much  respect.  Two  of  these  entities  provide  much  of  the 
data  and  analysis  which  underpin  U.S.  negotiating  strategy,  and  in 
many  cases  they  also  provide  people.  For  example,  during  the  last 
year  of  the  NAFTA  negotiation  Commerce  had  50  people  working 
on  it  and  devoting  50,000  hours  to  the  process.  Of  the  20  negotiat- 
ing teams,  six  of  them  were  headed  by  Commerce  people. 

The  third  area  of  those  four  is  the  U.S.  &  Foreign  Commercial 
Service  which  is  engaged  in  export  promotion  mainly  for  smaller 
businesses — important.  And  the  fourth,  the  Import  Administration, 
which  you  mentioned  Secretary  Yeutter,  enforces  our  anti-dumping 
and  countervailing  duty  statutes.  These  ought  to  all  be  together. 

I  would  add  to  this  two  other  agencies,  one  of  which  Clayton  also 
mentioned,  the  Bureau  of  Export  Administration,  and  the  Patent 
and  Trademark  Office.  The  Export  Administration,  of  course,  issues 
licenses  for  sensitive  technologies.  This  process,  because  it  also  in- 
volves State,  Defense  and  others  was  a  real  wrestling  match  when 
we  had  the  Cold  War  going  on.  But  in  recent  years  a  lot  of  that 
technology  has  been  decontrolled.  If  we  sent  that  bureau  to  either 
State  or  Defense  we  would  reverse  the  progress  that  has  been 
made. 

Intellectual  property  protection  has  become  critical  to  our  ex- 
ports. Therefore,  the  Patent  and  Trademark  Office  probably  has 
more  synergy  with  a  trade  grouping  than  with  anything  else.  Fi- 
nally, we  could  add  to  the  trade  grouping  whatever  other  export 
promotion  and  trade  activities  there  are  around  the  Government. 
Pulling  all  of  this  together,  I  think  will  make  them  stronger  and 
more  efficient. 

But  I  have  another  concern.  That  is  the  need  to  maintain  parity 
in  the  Executive  Branch  decision  process  between  diplomatic  and 
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security  matters  and  international  economic  needs.  Diplomacy  and 
security  represented  by  the  Departments  of  State  and  Defense  have 
traditionally  overwhelmed  our  economic  interests  in  this  process 
and  many  of  us  here  have  worked  hard  to  redress  that  balance.  We 
have  had  some  real  success  in  recent  years.  It  would  be  most  unfor- 
tunate if  we  set  the  clock  back  on  this  progress.  This  means  inter- 
national trade  needs  a  strong  Cabinet  voice. 

Therefore,  my  recommendation,  which  is  going  to  sound  a  lot  like 
yours,  Claj^on — we  did  this  independently — is  that  the  U.S.  Trade 
Representative,  which  is  a  Cabinet  status  office,  be  joined  organiza- 
tionally with  the  grouping  of  other  trade  functions  that  I  have  men- 
tioned. A  super  USTR,  or  whatever  we  want  to  call  it,  would  have 
a  stronger,  more  forceful  voice  both  here  and  abroad.  I  assume  that 
we  would  pull  USTR  out  of  the  Executive  Office  of  the  President. 

I  do  have  a  last  question  though.  Will  a  super  USTR  which  has 
both  trade  negotiating  and  export  promotion  in  it  be  able  to  per- 
form the  export  promotion  role  well  enough?  My  concern  is  that  our 
trade  negotiating  posture  has  become  so  conft-ontational  in  recent 
years  that  it  may  be  difficult  for  the  same  Cabinet  officer  to  be 
confrontational  on  the  one  hand  and  then  to  promote  the  sale  of 
U.S.  goods  and  services  abroad  on  the  other.  That  is  why  I  would 
urge  our  Government  to  review  its  trade  negotiation  posture  and 
consider  moving  toward  a  more  consensus-oriented  approach. 

These  are  some  of  my  thoughts.  Whatever  you  and  the  Commit- 
tee decide  to  do,  I  hope  you  will  take  into  account  that  it  will  have 
to  work,  and  then  I  hope  that  every  other  department  will  receive 
this  same  kind  of  attention  and  scrutiny. 

Thank  you  very  much. 

[The  prepared  statement  of  Ms.  Franklin  follows:l 

PREPARED  STATEMENT  OF  BARBARA  HACKMAN  FRANKLIN 

Mr.  Chairman,  Members  of  the  Committee.  I  am  very  pleased  to  be  here  today 
to  be  taking  part  in  this  important  discussion  about  the  ways  and  means  of  making 
government  more  efficient. 

This  is  such  an  exciting  time  in  Washington.  We  are  changing  the  way  we  think 
about  the  Federal  Government — its  proper  role,  the  way  it  works,  and  the  way  it 
ought  to  work  to  meet  the  challenges  presented  by  the  dynamics  of  the  world  today. 
I  applaud  the  leadership  role  this  Committee  is  playing  in  the  drive  to  downsize, 
streamline,  and  make  the  Federal  Government  more  productive  and  more  efficient. 

And,  as  someone  who  has  participated  in  corporate  board  rooms  for  the  better 
part  of  15  years  while  the  private  sector  has  been  doing  this,  I  want  to  say  that 
streamlining  our  government  is  long  overdue.  The  benefits  in  the  private  sector 
have  been  enormous,  even  though  they  have  been  difficult  and  sometimes  painful. 
Our  businesses  are  more  competitive  than  ever  in  global  markets — selling  products 
and  services  at  a  brisk  pace  that  keeps  us  the  Number  One  exporter  in  the  world, 
bolstering  our  economy  and  providing  jobs  for  one  out  of  every  five  Americans.  The 
Federal  Government  must  catch  up  with  this  drive  for  efficiency  or  it  will  continue 
to  be  a  drag  on  our  nation's  productivity. 

But  as  we  begin  taking  the  steps  that  will  make  the  Federal  Government  a  leaner 
and  more  effective  operation,  I  think  that  we  have  to  carefully  measure  what  is  fat 
and  what  is  muscle.  We  must  recognize  that  it  is  possible  to  cut  too  far  too  fast, 
to  slice  through  the  fat  into  the  muscle,  and  to  eliminate  or  make  too  lean  what 
later  turn  out  to  be  critical  functions  and  activities.  So,  as  we  move  forward,  we 
have  to  make  sure  that  we  are  not  stripping  strength  from  America's  muscle,  weak- 
ening essential  functions  to  the  point  that  government  cannot  work  well  either  at 
home  or  abroad. 

This  is  the  litmus  test  that  I  hope  we  will  apply  as  we  look  at  each  and  every 
department,  agency,  and  activity  of  the  Federal  Government.  Because,  while  we  are 
here  today  to  focus  on  the  Department  of  Commerce,  I  believe  that  all  aspects  of 
government  should  receive  the  same  scrutiny.  There  is  a  lot  of  room  for  improve- 
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ment.  Many  current  programs  can  be  eliminated  or  privatized.  Virtually  every  gov- 
ernment activity  can  be  made  more  efficient  and  productive.  There  are  layers  of  re- 
dundant management  and  burdensome  organization  structure.  All  of  government 
needs  to  be  committed  to  the  principles  of  total  quality  management.  There  are 
many  good,  talented,  and  dedicated. people  working  in  the  career  service.  If  the 
structures  and  processes  with  which  they  have  to  deal  daily  can  be  streamlined  and 
simplified,  we  can  more  fully  unleash  the  energy  of  those  dedicated  people  to  do 
their  jobs  productively  and  well. 

As  we  review  each  function  of  the  Federal  Government,  the  starting  point  should 
be  this  question:  Is  this  a  proper  role  for  the  Federal  Government?  If  the  answer 
is  no,  then  that  function  should  be  eliminated.  If  the  answer  is  yes,  the  next  ques- 
tions should  be:  How  should  this  function  be  organized  so  it  is  carried  out  most  pro- 
ductively and  efficiently?  And,  where  should  the  function  reside  in  the  federal  struc- 
ture so  that  it  can  best  fulfill  its  mission? 

The  Department  of  Commerce 

I  applied  these  questions  to  the  Department  of  Commerce  when  I  was  Secretary 
and  concluded  then — as  many  in  Congress  have  now — that  the  Department  could — 
and  should — be  restructured,  perhaps  even  dismantled.  It  does  contain  a  number  of 
seemingly  disparate  activities.  I  had  devised  a  way  to  manage  the  department — by 
creating  together  with  senior  officials  (career  and  non-career)  a  seven-point  agenda, 
under  the  banner,  "Commerce  is  the  new  front  line  for  promoting  economic  growth 
and  jobs."  That  agenda  effectively  knit  the  department  together;  action  plans  were 
developed  by  each  agency  of  the  department,  and  we  made  all  of  this  part  of  the 
budget  process.  Implementation  required  work  in  teams,  which  brought  people  from 
different  parts  of  the  department  together.  Tremendous  energy  and  enthusiasm 
were  unleashed  though  this  process,  and  there  was  pride  in  our  accomplishments 
when  we  left  office. 

Having  said  all  this,  however,  I  would  readily  admit  that  uniting  the  department's 
activities  was  a  stretch.  Managing  would  have  been  easier  if  there  had  been  more 
cohesiveness  and  focus  to  the  department's  activities.  In  other  words,  the  depart- 
ment's structure  worked  against  its  being  managed  effectively.  One  of  the  things 
missing  in  government  quite  often  is  managerial  capability,  and  we  exacerbate  this 
lack  of  skill  when  an  entity  is  not  structured  and  focused  properly. 

Recommendations 

Thus,  I  agree  in  principle  with  the  proposal  to  dismantle  the  Department  of  Com- 
merce. Specifically,  my  recommendations  are  the  following: 

First.  There  are  at  least  four  functions  that  can  be  eliminated  very  quickly.  They 
do  not  meet  the  litmus  test  of  being  proper  roles  for  the  Federal  Government.  The 
Travel  and  Tourism  Agency  and  the  Economic  Development  Administration  (EDA) 
should  be  the  first  to  go.  I  agree  with  the  recommendations  that  EDA's  outstanding 
obligations  can  be  transferred  to  the  Treasury  Department  and  its  disaster  relief  ac- 
tivities can  be  better  performed  by  the  Federal  Emergency  Management  Adminis- 
tration (FEMA). 

And  then  there  is  the  Advanced  Technology  Program  (ATP).  Unfortunately,  this 
has  been  turned  into  a  large  pork  barrel  and  a  means  to  make  industrial  policy. 
Through  ATP,  the  government  is  picking  winners  and  losers  among  technologies 
and  favorites  among  companies.  This  is  simply  not  appropriate  and  ATP  should  be 
zeroed  out  and  eliminated. 

Finally,  there  is  the  Technology  Administration.  This  should  cease  to  exist.  But 
the  Bureau  of  Standards — the  heart  of  what  is  now  the  National  Institute  of  Stand- 
ards and  Technology  (NIST) — must  be  preserved. 

The  justification  for  this  function  of  government  dates  back  to  the  earliest  days 
of  our  country  and  the  drafting  of  the  constitution.  When  the  country  was  founded, 
the  individual  states  sometimes  had  differing  standards  for  weights  and  measures. 
What  was  a  bushel  in  one  state  was  not  necessarily  the  same  in  another.  Therefore, 
the  framers  of  our  Constitution  thought  that  an  independent  third  party  was  needed 
to  establish  a  precise  measure  of  a  bushel  for  the  entire  country.  They  thought  this 
was  an  appropriate  role  for  government,  and  I  agree.  So,  Article  I,  Section  8,  of  the 
U.S.  Constitution  empowers  the  Federal  Government  to  "fix  the  standards  of 
Weights  and  Measures." 

Today,  there  is  a  need  to  establish  standards  for  many  new  things — the  width  of 
a  line  in  a  silicon  chip,  for  example — and  there  will  be  even  more,  as  we  invent  new 
technologies. 

In  addition,  uniform  standards  to  which  all  countries  adhere  are  very  important 
for  international  trade.  They  help  to  facilitate  our  exports.  In  fact,  the  Bureau  of 
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Standards  was  created  in  1901  to  help  fulfill  our  obligations  under  international 
standards  treaties.  For  close  to  100  years,  this  Bureau,  and  its  successor  agency 
NIST,  have  preserved  and  protected  U.S.  interests,  representing  the  United  States 
in  international  organizations  and  conferences. 

NIST  has  an  outstanding  record  of  performing  this  function  efficiently  and  effec- 
tively. Stripped  of  the  unwieldy  bureaucracy  of  the  Technology  Administration  that 
was  layered  on  top  and  the  grant  programs,  NIST  is  a  jewel  of  a  government  agency 
that  should  be  kept.  Where  to  place  it  in  the  government  structure  requires  some 
thought.  Perhaps  it  could  be  constituted  as  an  independent  agency  or  grouped  with 
other  government  science  functions  if  Congress  elects  to  follow  that  course  of  reorga- 
nization. 

In  addition  to  its  role  as  adjudicator  in  establishing  weights  and  measures,  NIST 
has  been  assigned  a  leadership  role  in  setting  quality  standards.  Since  1987,  NIST 
has  been  administering  the  Malcolm  Baldrige  National  Quality  Award.  This  has 
provided  a  great  incentive  to  American  business  to  live  by  the  principles  of  total 
quality  management,  and  is,  I  believe,  one  of  the  contributing  factors  to  enhanced 
U.S.  competitiveness  around  the  world.  NIST's  role  is  to  oversee  this  program — set 
standards  for  quality.  Most  of  the  program  is  funded  by  private  sector  dollars 
through  the  National  Foundation  for  the  Malcolm  Baldrige  Quality  Award  and  other 
volunteer  efforts.  I  think  this  program  is  worthwhile  and  should  survive  in  its 
present  form. 

Second.  NOAA,  the  National  Oceanographic  and  Atmospheric  Administration, 
should  be  considerably  downsized  and  its  functions  sent  mainly  to  the  Interior  De- 
partment or  privatized.  This  agency  accounted  for  about  60  percent  of  the  Com- 
merce Department  budget  when  I  was  in  office.  Some  of  the  work  is  vital  and  nec- 
essary so  care  will  have  to  be  taken  that  no  important  activities  are  disrupted  or 
discontinued  as  we  cut  the  bloat.  We  need  to  employ  a  scalpel  rather  than  a  meat 
cleaver  as  we  carve  the  fat  from  the  agency. 

For  example,  we  must  continue  the  conservation,  management  and  research  work 
necessary  to  preserve  and  rebuild  rapidly  dwindling  fishing  stocks  and  these  func- 
tions can  be  easily  transferred  to  Interior.  But  when  considering  whether  to  move 
environmental  research  activities  to  EPA,  we  need  to  make  sure  that  the  pure 
science  conducted  now  will  not  come  into  conflict  with  the  regulatory-driven  nature 
of  EPA  research.  In  addition,  we  will  want  to  weigh  the  value  of  preserving  these 
research  activities  as  a  somewhat  independent  information  source  for  the  President 
and  the  Congress. 

The  Weather  Service  is  probably  a  rich  source  of  activities  that  could  be 
privatized.  For  example,  the  special  weather  service  for  agriculture  could  be  con- 
tracted out  or  privatized.  But,  we  will  have  to  be  careful  to  factor  in  national  secu- 
rity and  health  and  safety  concerns  when  reviewing  Weather  Service  functions. 

Third.  Statistical  collection  and  analysis  throughout  the  government  should  be 
centralized  in  an  independent  agency  .  The  Bureau  of  Economic  Analysis,  now  a 
part  of  Commerce,  is  a  relatively  slim  organization,  which  produces  GDP  numbers, 
export  and  import  data,  and  other  critical  measures  of  our  economy's  performance. 
This  is  vital  information  on  which  both  government  and  the  private  sector  base  im- 
portant policy  decisions,  and  these  analytic  tasks  are  an  appropriate  role  for  govern- 
ment. 

The  Bureau  of  the  Census,  also  a  part  of  Commerce,  collects  much  of  the  data 
analyzed  by  the  Bureau  of  Economic  Analysis.  Almost  10,000  of  the  36,500  employ- 
ees of  the  Department  of  Commerce  are  based  in  the  Census  Bureau.  Clearly,  there 
is  room  for  streamlining  and  modernization  there.  Some  of  the  functions  could  pos- 
sibly be  privatized  and  some  are  outdated  and  should  be  eliminated. 

We  can  further  boost  efficiency  and  confidence  in  government-produced  statistics 
by  moving  BEA  and  a  revamped  Census  Bureau  into  an  independent  agency  where 
they  would  be  grouped  with  the  Bureau  of  Labor  Statistics,  the  flow  of  funds  and 
industrial  production  work  of  the  Federal  Reserve  Board,  the  National  Agriculture 
Statistics  Service,  and  any  other  statistical  activities  now  scattered  throughout  the 
Federal  Government.  Duplicative  functions  could  be  eliminated  and  U.S.  statistical 
work  would  have  a  clearer  focus.  Great  care  would  be  needed  to  ensure  that  the 
analytic  functions  were  insulated  from  political  pressure  and  that  a  high  standard 
of  objectivity  was  adhered  to.  To  do  this,  the  head  of  the  agency  would  be  appointed 
by  the  President  to  serve  a  term  not  concurrent  with  that  of  the  President — perhaps 
something  similar  to  the  5  year  term  to  which  the  head  of  the  Federal  Reserve  is 
appointed. 

Fourth.  The  trade  functions  of  the  Department  of  Commerce  should  be  kept  to- 
gether, slimmed  down,  and  brought  into  a  "Super  USTR". 

Not  everyone  understands  how  inextricably  the  U.S.  economy  is  linked  with  trade. 
Right  now, the  United  States  is  the  world's  largest  exporter.  We  sent  about  $700  bil- 
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lion  in  goods  and  services  abroad  last  year — about  $500  billion  in  merchandise  and 
$200  billion  in  services.  These  exports  comprise  about  11  percent  of  our  GDP.  In 
comparison,  exports  account  for  a  range  of  15  to  30  percent  of  GDP  for  our  major 
trading  partners.  So,  as  you  see,  the  U.S.  has  plenty  of  room  to  grow. 

I  am  firmly  convinced  that  the  only  way  to  keep  the  economy  of  the  United 
States — and  that  of  the  world — growing  is  to  expand  free  trade.  And  the  U.S.  has 
to  lead  this  effort.  It  won't  happen  without  us.  No  one  else  has  the  economic 
strength  or  capability  of  setting  the  pace  for  global  trade  expansion.  This  is  no  time 
to  bury  our  heads  in  the  sand,  to  pretend  that  the  rest  of  the  world  does  not  exist, 
or  that  the  U.S.  can  get  along  without  other  nations.  I  assure  you  that  we  cannot — 
particularly  not  economically. 

The  trade  functions  currently  housed  in  the  Department  of  Commerce  play  a  criti- 
cal role  in  keeping  the  global  economic  pie  growing  and  making  sure  that  U.S.  busi- 
nesses— both  large  and  small — have  a  fair  and  equal  chance  to  compete.  This,  I 
firmly  believe,  is  a  legitimate  and  necessary  role  for  the  Federal  Government.  The 
Federal  Government  must  do  the  negotiating  with  foreign  governments  to  open  mar- 
kets and  remove  impediments  to  free  trade.  Businesses  cannot  do  this  for  them- 
selves. The  Federal  Government  also  has  a  role  to  play  in  export  promotion — along 
with  state  governments  and  private  sector  groups — as  long  as  other  governments 
around  the  world  are  doing  the  same.  Most  governments  buttress  their  businesses 
in  export  matters  far  more  than  we  do.  While  we  push  for  less  government  involve- 
ment around  the  world,  I  believe  our  government  needs  to  keep  certain  export  pro- 
motion activity  going.  It  is  a  way  to  keep  the  playing  field  more  level  than  it  would 
otherwise  be. 

Trade  Functions 

Let  me  quickly  review  the  Commerce  Department  trade  functions  and  I  think  you 
will  see  just  how  important  they  are  to  U.S.  competitiveness  in  global  markets. 

International  Economic  Policy  and  Trade  Development  contain  the  country  desks 
and  industry  experts,  respectively.  This  is  where  business  people  and  State  govern- 
ments can  obtain  tariff  schedules  and  other  data  about  doing  business  in  foreign 
markets. 

The  U.S.  &  Foreign  Commercial  Service  (FCS)  is  the  cadre  of  commercial  officers, 
mainly  stationed  in  our  embassies,  who  help  our  businesses  work  through  trade  im- 
pediments in  specific  countries,  identify  business  leads,  and  link  foreign  buyers  with 
sellers  in  this  country.  The  work  is  geared  primarily  to  assisting  small  businesses. 

Import  Administration  is  the  entity  which  enforces  the  countervailing  duty  and 
antidumping  statues.  These  are  quasi-judicial  processes.  But,  because  they  are  trade 
related,  have  some  synergy  with  the  other  trade  functions  housed  in  Commerce. 

These  activities — especially  the  first  three — are  very  important  to  the  trade  nego- 
tiating process  spearheaded  by  the  U.S.  Trade  Representative's  Office,  but  their 
roles  are  not  well  understood.  They  provide  the  data  and  analysis  which  underpin 
the  U.S.  negotiating  strategy,  and  in  many  cases  they  also  provide  people. 

Even  though  I  was  very  familiar  with  U.S.  trade  negotiating  before  I  became  Sec- 
retary of  Commerce — I  had  served  four  terms  as  a  member  of  the  ACTPN,  the  presi- 
dentially-appointed advisory-board  for  the  U.S.  Trade  Representative — I  didn't  real- 
ize the  extent  to  which  our  trade  negotiations  are  dependent  upon  the  people  in 
ITA.  For  example,  the  NAFTA  team  at  Commerce  numbered  about  50  people.  Dur- 
ing the  last  year  of  the  NAFTA  negotiations,  we  estimated  that  Department  staff 
members  devoted  50,000  hours  to  the  negotiating  process,  mainly  providing  eco- 
nomic policy  and  legal  advice.  Of  the  20  or  so  negotiating  teams  working  at  the  di- 
rection of  USTR,  six  of  them  were  chaired  by  ITA  staff  members.  And  the  teams 
they  chaired  were  negotiating  some  of  the  most  difficult  issues,  including  auto- 
mobiles, dispute  resolution,  and  textiles. 

So,  as  you  see,  the  work  of  these  agencies  is  very  important  for  both  trade  nego- 
tiations and  export  promotion.  They  can,  however,  be  slimmed.  Trade  Development, 
in  particular,  is  a  candidate  for  downsizing.  International  Economic  Policy  and 
Trade  Development  could  be  combined  and  renamed  more  descriptively,  e.g..  Trade 
Policy  Analysis. 

The  'and'  in  U.S.  &  Foreign  Commercial  Service  should  be  eliminated,  making  it 
the  U.S.  Foreign  Commercial  Service,  and  its  domestic  offices  could  be  slimmed 
down  and  reorganized  regionally.  But,  this  activity  should  not  be  moved  to  the  De- 
partment of  State.  The  culture  of  the  State  Department  is  simply  not  yet  attuned 
enough  to  commercial  issues  to  make  this  work.  Moving  the  commercial  service  into 
that  milieu  will  considerably  hamper  its  effectiveness. 
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Reorganizing  Trade 

In  reorganizing  the  trade  functions  of  the  Federal  Government,  I  would  add  to 
this  core  group  another  bureau  which  is  within  Commerce,  but  outside  of  ITA.  That 
is  the  Bureau  of  Export  Administration.  This  bureau  issues  licenses  for  sensitive 
technology  that  is  exported.  The  decision  to  grant  or  deny  a  license  results  from  an 
interagency  process  that  involves  the  Departments  of  State  and  Defense  as  well  as 
several  other  departments  and  agencies.  Needless  to  say,  the  decision  process  was 
a  real  wrestling  match  at  the  height  of  the  Cold  War.  Some  progress  has  been  made 
in  recent  years  in  decontrolling  many  technologies  previously  regarded  as  too  sen- 
sitive for  export.  But  this  progress  could  be  turned  back  quickly  if  responsibility  for 
export  administration  was  given  to  the  Department  of  State  or  Defense  where  the 
paramount  concerns  are  diplomacy  and  security  rather  than  economic.  Jobs  and  op- 
portunities for  U.S.  businesses  could  be  lost  as  a  result.  This  function  should  be  kept 
as  a  separate  entity,  but  grouped  with  the  other  trade  functions. 

There  is  one  other  Commerce  agency  which  could  also  be  added  to  this  trade 
grouping — the  Patent  and  Trademark  Office.  Intellectual  property  protection  has  be- 
come a  critical  component  of  international  trade  activity  and  therefore,  this  agency 
probably  has  more  synergy  with  trade  functions  than  with  any  other  government 
activity.  Today,  PTO  is  largely  privatized  and  funded  mainly  from  user  fees. 

Consideration  might  also  be  given  to  grouping  with  the  Commerce  Department 
trade  functions  the  trade  functions  currently  housed  in  other  departments  and  agen- 
cies. There  are  at  least  19  different  departments  and  agencies  engaged  in  trade  pro- 
motion. During  the  Bush  Administration,  the  Commerce  Department  had  the  lead 
for  pulling  together  the  activities  of  these  various  agencies  under  the  Trade  Pro- 
motion Coordinating  Committee.  I  convened  the  first  Cabinet-level  meeting  of  that 
group  in  April  1992.  The  objective  was  to  formulate  and  implement  a  unified  export 
strategy  for  the  United  States.  I  have  not  given  a  great  deal  of  thought  to  the  actual 
feasibility  of  this  idea,  but  believe  it  is  a  viable  concept  for  consideration  as  this 
Committee's  study  of  the  best  ways  to  reorganize  government  continues. 

Organizational  Structure 

Pulling  all  these  trade  related  functions  together  will  make  them  more  efficient, 
eliminate  duplicative  efforts,  and  help  bring  a  clearer  focus  to  trade  activities.  The 
question  then  becomes  how  best  to  organize  them.  The  answer  is  not  entirely  sim- 
ple. In  recommending  an  organizational  structure,  I  applied  two  criteria. 

The  first  is  the  need  to  maintain  parity  in  the  executive  branch  decision  making 
process  between  our  international  commercial  interests  and  our  diplomatic  and  se- 
curity concerns.  Traditionally,  the  diplomatic  and  security  concerns,  represented  by 
the  Departments  of  State  and  Defense,  have  overwhelmed  our  economic  interests  in 
that  decision-making  process.  Many  people,  myself  included,  have  worked  hard  over 
the  past  15  to  20  years  to  redress  that  imbalance.  In  recent  years,  especially  since 
the  end  of  the  Cold  War,  we  have  had  some  real  success.  It  would  be  most  unfortu- 
nate if,  in  our  valid  zeal  to  make  government  more  efficient,  we  turned  back  the 
clock  on  this  progress.  This  is  particularly  true  now  when  economic  matters  have 
come  to  be  a  dominant  issue  in  international  relations  and  are  inextricably  inter- 
twined with  our  security  interests,  and  when  commercial  concerns  often  drive  global 
politics  and  foreign  policy.  Thus,  I  conclude,  we  need  a  Cabinet-level  voice  represent- 
ing our  interests  in  international  trade. 

The  second  criteria  is  the  need  to  give  international  trade  a  clearer  focus  than 
it  now  has  and  to  maintain  the  synergy  which  currently  exists  among  the  various 
activities.  As  I  described  before,  there  already  is  a  great  deal  of  linkage  between  the 
trade  functions  currently  grouped  in  the  Commerce  Department  and  the  Office  of 
the  United  State  Trade  Representative  even  though  that  synergy  is  little  recognized. 
In  fact,  the  trade-related  functions  of  Commerce  don't  get  much  respect.  They  are 
the  Rodney  Dangerfield  of  the  U.S.  trade  negotiating  process. 

Therefore,  my  recommendation,  applying  these  two  criteria,  is  that  the  U.S.  Trade 
Representative's  office  be  joined  organizationally  with  the  other  trade  functions.  The 
USTR  already  has  Cabinet  status.  Leadership  of  an  enhanced  trade  function  could 
make  it  an  even  stronger  and  more  effective  voice  in  the  executive  branch  process 
when  advocating  for  opportunities  in  new  markets. 

I  believe  that  the  best  way  to  organize  this  enhanced  trade  function,  which  could 
be  called  the  U.S.  International  Trade  Administration  or  Trade  Office,  would  be  the 
following  structure.  It  would  be  headed  by  a  Cabinet-level  official  under  whom 
would  be  two  ambassadors,  one  for  negotiating  trade  agreements  with  other  coun- 
tries and  one  to  represent  the  United  States  at  the  World  Trade  Organization.  In 
addition,  there  would  be  directors  for  trade  policy  analysis,  export  promotion,  export 
administration,  import  administration,  and  patents  and  trademarks. 
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This  configuration  would  require  USTR  to  move  out  of  the  Executive  Office  of  the 
President.  The  combination  with  other  trade  activities  would  make  it  simply  be  too 
big  to  operate  effectively  and  efficiently  within  the  Office  of  the  President.  In  addi- 
tional, the  inclusion  of  the  Import  Administration  would  place  that  quasi-judicial 
process  too  close  to  the  President. 

Questions  have  been  raised  about  whether  moving  USTR  out  of  the  Executive  Of- 
fice of  the  President  would  impair  its  ability  to  coordinate  trade  policy  and  pull  to- 
gether the  views  on  trade  matters  from  every  department  and  agency  with  an  inter- 
est. It  is  hard  to  know  how  this  would  work — we  have  never  done  it — but  it  may 
be  worthwhile  to  consider  seriously.  My  own  view  is  that  the  coordinating  function 
could  work  well  outside  the  EOP. 

Of  greater  concern  still  is  whether  a  'Super  USTR',  which  has  various  trade  func- 
tions under  it — such  as  export  promotion — could  perform  well  enough.  Our  trade  ne- 
gotiation posture  has  become  so  confrontational  in  recent  years  that  it  will  be  dif- 
ficult for  the  same  individuals  who  are  confrontational  on  the  one  hand  to  promote 
U.S.  goods  and  services  into  foreign  markets  on  the  other.  That  is  why  I  am  also 
recommending  that  the  U.S.  review  its  trade  negotiation  posture — perhaps  moving 
more  toward  a  consensus  building  approach  rather  than  sheer  confrontation. 

Conclusion 

These  are  some  of  my  thoughts  on  the  best  way  to  restructure  and  streamline  the 
functions  currently  housed  in  the  Department  of  Commerce.  I  hope  you  find  them 
helpful. 

But  whatever  course  of  action  this  Committee  decides  to  take,  it  must,  be  adopted 
after  thoughtful  consideration,  weighing  carefully  whether  the  new  organization  is 
workable.  It  is  often  easy  to  abolish  functions  and  reorganize  them  without  consider- 
ation as  to  whether  these  actions  meet  our  objectives  and  whether  they  will  work. 
1  hope  Congress  will  proceed  thoughtfully  and  adopt  a  course  of  action  that  cuts  the 
fat  and  leaves  the  meat,  bone  and  muscle  that  is  appropriate  for  the  Federal  Gov- 
ernment. 

Thank  you. 

Chairman  ROTH.  Thank  you,  Ms.  Franklin.  We  appreciate  those 
very  informative  remarks. 

I  think  we  will  go  ahead  and  start,  if  we  may,  Mr.  Weidenbaum. 

TESTIMONY  OF  MURRAY  WEIDENBAUM,  FORMER  CHAIRMAN, 
COUNCIL  OF  ECONOMIC  ADVISERS 

Mr.  WEIDENBAUM.  Thank  you,  Mr.  Chairman,  Senator 
Lieberman.  I  am  going  to  shift  gears.  Economists  are  supposed  to 
be  the  wet  blanket  and  I  do  not  want  to  disappoint  you. 

I  start  off  with  the  notion,  because  I  have  worked  in  both  busi- 
ness and  Government  for  many  years,  that  I  testify  to  two  propo- 
sitions. One,  most  businesses  get  along  quite  well  without  help 
from  the  Government.  And  two,  the  ability  of  agencies  such  as  the 
Department  of  Commerce  to  really  help  them  is  very  limited.  If  you 
talk  to  businesses  across  the  country  they  will  tell  you  they  want 
Government  to  do  less  to  them  rather  than  more  for  them.  That  is 
a  theme  I  will  get  back  to. 

I  know  the  Department  of  Commerce  boasts  it  is  helping  compa- 
nies succeed  in  the  global  marketplace.  In  fact,  the  Secretary  seems 
to  take  credit  for  all  the  increase  in  exports  in  recent  years.  Now 
sure  those  who  benefit,  the  few  who  benefit  from  the  Secretary  per- 
sonally opening  doors  for  them,  think  it  is  a  great  idea.  But  we  for- 
get the  millions  of  other  businesses  large  and  small  who  pay  the 
taxes  that  finance  the  department.  They  do  not  benefit  from  this 
personal  attention,  nor  from  the  other  assistance  offered. 

The  entire  economy  would  be  better  off  if  you  scratched  not  only 
the  39  percent  increase  in  Commerce's  budget  over  the  last  2 
years — 39  percent  over  2  years — but  if  you  scratched  the  depart- 
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ment  and  used  the  savings  to  reduce  the  deficit  or  cut  taxes.  That 
would  increase  the  availabiUty  of  private  investment  capital. 

Let  me  quickly  run  through  the  major  functions.  Promoting  tech- 
nology. Converting  the  old  National  Bureau  of  Standards  to  NIST 
is  a  clear  example  of  bureaucratic  sprawl.  NIST  outlays  are  budg- 
eted— these  are  their  numbers — to  rise  more  than  300  percent  in 
the  two-year  period  1994  to  1996.  The  new  activities  of  NIST,  in 
the  guise  of  promoting  technology,  do  give  us  industrial  policy.  If 
you  want  a  truly  industry-driven  way  of  encouraging  technology 
you  have  it.  Go  for  tax  credits  for  R&D.  That  leaves  the  choice  of 
technology  with  the  individual  company  and  the  company  bears 
most  of  the  risk. 

There  is  an  even  less  expensive  way  of  promoting  technology;  re- 
duce the  Government's  own  regulatory  barriers.  Here  I  have  to  say 
sadly,  the  Senate  needs  to  get  its  own  act  together  on  that  one. 

Commerce  is  building  yet  another  bureaucracy:  the  Technology 
Administration.  This  new  staff  is  supposed  to  be,  to  quote  their 
budget  justification,  "the  focal  point  for  an  industry-driven  process 
to  address  issues  of  competitiveness."  We  have  already  got  an  in- 
dustry-driven process  to  promote  competitiveness.  It  is  called  the 
private  marketplace.  We  do  not  need  the  Technology  Administra- 
tion. 

Some  of  the  technical  bureaus  could  be  moved  elsewhere;  Patent 
Office  to  Justice.  NOAA  I  notice  has  become  the  large  but  not  econ- 
omy-size version  of  the  old  Weather  Bureau.  Plus  subsidies  to  the 
fishing  industry.  Eliminate  the  subsidies,  shift  a  slimmed-down 
NOAA  to  Interior.  As  for  the  Telecommunications  Administration, 
their  whopping  budget  increase  request  forgets  we  are  moving  to 
deregulation. 

Let  me  turn  to  promoting  international  trade.  I  have  a  different 
viewpoint,  very  frankly,  summed  up  by.  Government  should  get  its 
foot  off  the  brake.  Government  is  the  problem,  not  the  savior  of 
American  companies  wanting  to  export.  For  starters,  one  Com- 
merce Department  brainstorm  is  really  damaging;  the  idea  that  we 
are  engaged  in  a  trade  war.  Trade  is  competitive,  but  competition 
is  the  best  protector  of  the  consumer.  I  bet  I  am  the  only  one  who 
talks  about  the  consumer  in  the  entire  set  of  hearings.  I  think  that 
is  unfortunate.  We  should  not  forget  the  consumer/taxpayer. 

But  think  about  it.  In  wartime  we  want  to  prevent  trade  with 
our  enemies.  In  peacetime  we  promote  trade  and  cultivate  friend- 
ship. Commerce  has  overlooked  that  basic  distinction.  The  depart- 
ment's war  room  should  be  closed  down  along  with  the  expensive 
supporting  staffs. 

Government  could  do  a  lot  to  make  U.S.  firms  more  competitive 
in  world  trade.  The  chairman  is  familiar  with  the  agenda:  lower 
taxation,  reduce  Government  deficit  financing,  reform  regulation. 
That  does  not  involve  the  Commerce  Department.  As  for  the  Travel 
and  Tourism  Administration,  that  is  a  subsidy  to  a  healthy  indus- 
try that  operated  on  its  own  before  the  bureau  was  established.  It 
can  do  so  again. 

Sadly,  Commerce  operates  its  own  pork  barrel.  It  is  called  EDA. 
EDA  finances  local  projects  at  national  expense.  I  reread  the  budg- 
et justification.  It  is  not  very  encouraging.  I  turned  to  one  EDA  cat- 
egory.   Their   label,    competitive    communities.    EDA   gives    them 
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grants,  to  quote  from  their  justification,  "bring  together  business, 
community,  and  pubhc  leaders  to  identify  local  economic  chal- 
lenges?" My  goodness,  if  the  leaders  of  a  community  want  to  get 
together,  they  do  not  need  an  EDA  grant  to  do  that.  That  is  bu- 
reaucratic sprawl.  EDA  should  not  be  cut  back.  It  should  be  abol- 
ished, not  increased  84  percent  over  1994. 

Another  pork  barrel  is  the  rapid  proliferation  of  Commerce  De- 
partment overhead.  I  did  something  that  was  an  eye-opener  even 
for  an  old  Government  type  like  me.  I  counted  up  the  number  of 
bureaucratic  luminaries.  This  department  may  have  set  an  all-time 
record,  may  qualify  for  The  Guinness  Book  of  World  Records;  six 
under  secretaries,  seven  deputy  under  secretaries,  13  assistant  sec- 
retaries, 32  deputy  assistant  secretaries,  plus  counselors,  special 
assistants,  executive  assistants,  an  associate  deputy  secretary,  an 
assistant  deputy  secretary,  and  catch  this,  one  associate  under  dep- 
uty secretary.  [Laughter.] 

Mr.  Weidenbaum.  What  a  contrast  with  the  private  sector,  busi- 
ness. They  are  supposed  to  be  so  business-oriented.  They  forget 
that  business  is  reducing  layers  of  management.  It  is  flatting 
hierarchies. 

Now  the  department  also  houses  two  statistical  agencies,  Cen- 
sus  

Chairman  RoTH.  Mr.  Weidenbaum,  I  am  afraid  I  am  going  to 
have  to  go  to  vote.  We  will  put  the 

Mr.  Weidenbaum.  You  get  the  drift  of  my  remarks. 

[The  prepared  statement  of  Mr.  Weidenbaum  follows:] 

PREPARED  STATEMENT  OF  MURRAY  WEIDENBAUM 

It  may  seem  like  an  anomaly  to  urge  eliminating  the  U.S.  Department  of  Com- 
merce at  a  time  when  its  role  and  influence  have  become  so  visible.  How  can  anyone 
oppose  the  continuation  of  a  governmental  department  that  concerns  itself  with 
such  important  questions  as  international  competitiveness,  promotion  of  technology, 
economic  development,  and  generation  of  key  economic  statistics? 

Ironically,  the  heightened  visibility  of  the  Department  of  Commerce  is  a  key  to 
why  it  should  be  closed  down.  The  current  management  of  the  Department  boasts 
that  it  is  especially  effective  in  using  its  vast  resources  to  help  individual  companies 
find  their  way  in  an  increasingly  competitive  global  marketplace.  Thus,  the  Depart- 
ment is  seeking  an  inordinate  39  percent  budget  increase  from  fiscal  1994  to  fiscal 
1996. 

Of  course,  the  relatively  few  who  benefit  from  the  Secretary  of  Commerce  person- 
ally opening  doors  for  them  think  this  is  a  great  idea.  They  point  out  that  other 
governments  do  similar  favors  for  some  of  their  companies.  Millions  of  other  U.S. 
businesses,  large  and  small,  however,  pay  the  taxes  that  finance  the  Commerce  De- 
partment. They  do  not  benefit  from  this  personal  attention.  In  a  nutshell,  this  whole 
process  is  unfair. 

American  business,  indeed  the  entire  American  economy,  would  be  far  better  off 
if  these  government  expenditures  were  not  made  and  the  savings  used  instead  to 
reduce  the  deficit  or  cut  taxes.  That  would  increase  the  availability  of  investment 
capital  to  the  private  sector  and  reduce  the  pressure  for  government  intervention 
in  the  economy  in  the  first  place.  The  current  process  is  a  classic  example  of  the 
government's  traditional  tendency  to  rob  (or  at  least  tax)  Peter  to  pay  Paul. 

Let  us  take  up  each  of  the  major  functions  of  the  Commerce  Department  to  see 
if  they  justify  its  existence. 

Promoting  Technology 

In  the  last  few  years,  the  staid  old  National  Bureau  of  Standards  has  been  ex- 
panded to  become  the  National  Institute  of  Standards  and  Technology  (NIST).  It  is 
a  clear  example  of  bureaucratic  sprawl.  NIST's  outlays  are  budgeted  to  rise  more 
than  300  percent  just  in  the  two-year  period  1994-96,  making  it  the  fastest  growing 
part  of  the  Department.  The  traditional  Bureau  served  as  the  guardian  of  weights 
and  measures.  This  is  a  rather  modest  task  which  likely  could  be  performed  by  a 
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highly  regarded  non-profit  organization  in  the  private  sector,  such  as  the  National 
Academy  of  Science  or  the  National  Academy  of  Engineering. 

It  is  the  new  activities  of  NIST  that  are  truly  objectionable  and  should  be  termi- 
nated. These  rapidly  escalating  outlays— in  the  guise  of  promoting  technology — con- 
stitute the  intrusion  of  "industrial  policy"  into  the  Federal  Government's  existing  ar- 
senal of  business  promotion.  We  can  recall  that  the  basic  problem  with  the  indus- 
trial policy  approach,  and  surely  with  NIST,  is  that  the  government  selects  the  win- 
ners and  the  losers.  The  Feds  choose  which  specific  industries  and  individual  com- 
panies are  to  receive  the  contracts  being  awarded.  There  are  alternative  and  far  bet- 
ter ways  in  which  technology  can  be  encouraged — but  none  of  them  involves  the  De- 
partment of  Commerce. 

For  example,  tax  credits  for  research  and  development  leave  the  choice  of  tech- 
nology projects  with  the  individual  business  firm.  The  company  bears  the  great  bulk 
of  the  financial  risk  of  a  new  technological  development.  It  is  sad  to  note  that,  in 
the  last  few  years,  Congress  has  been  quicker  to  spend  money  than  to  extend  the 
tax  incentive.  There  is  an  even  less  expensive  way  of  promoting  technology — reduce 
the  innumerable  government  regulatory  barriers  that  raise  the  cost  and  risk  of  new 
technological  undertakings.  That  is  the  role  of  regulatory  reform,  a  task  that  Con- 
gress is  now  considering. 

As  for  the  national  laboratories,  they  should  be  privatized.  Let  them  compete  for 
contracts  in  the  public  and  private  sectors  with  other  labs,  profit  and  non-profit. 
There  is  no  overriding  public  obligation  to  keep  them  busy. 

Alongside  NIST,  the  Commerce  Department  has  built  another  bureaucracy,  the 
Technology  Administration.  The  fiscal  year  1996  budget  tells  us  that  this  relatively 
new  staff  function  "is  the  focal  point  within  the  executive  branch  for  an  industry- 
driven  process  to  address  issues  of  competitiveness."  That  is  totally  unnecessary. 
The  United  States  already  has  an  "industry-driven"  process  to  promote  competitive- 
ness. It  is  called  the  private  marketplace.  The  Technology  Administration  is  a  com- 
pelling example  of  the  bureaucratic  impulse  to  respond  to  every  issue  of  the  day, 
regardless  of  whether  the  responsibility  is  governmental  or  private.  The  Technology 
Administration  should  be  quickly  eliminated. 

There  are  several  technical  bureaus  in  the  Department  of  Commerce  that  could 
well  be  slimmed  down  and  then  moved  to  other  departments.  For  example,  the  Pat- 
ent and  Trademark  Office's  staff  of  patent  attorneys  and  their  assistants  could  com- 
fortably be  housed  in  the  Justice  Department.  The  National  Oceanic  and  Atmos- 
pheric Administration  (NOAA)  is  the  large,  but  not  economy-size,  version  of  the  old 
Weather  Bureau  to  which  has  been  added  miscellaneous  activities  such  as  Marine 
Fisheries.  NOAA's  estimated  1996  outlays  total  $2.1  billion.  To  the  extent  that  these 
are  properly  public  sector  functions — and  that  is  a  question  worth  examining — they 
could  just  as  easily  be  assigned  to  the  Department  of  the  Interior,  given  its  concern 
with  natural  resources.  Many  special  interest  programs,  such  as  the  subsidies  to  the 
fisheries  industry,  should  be  eliminated. 

As  for  the  National  Telecommunications  and  Information  Administration,  the 
move  to  deregulation  should  reduce,  if  not  eliminate,  the  need  for  this  relatively  re- 
cent creation  (1978).  Its  1996  budget  request  of  $88  million  is  more  than  double  the 
amount  it  spent  in  1994.  Its  proliferating  grants  programs  are  attractive  candidates 
for  the  budgetary  axe.  If  telecommunications  research  and  development  should  be 
fostered  by  the  Federal  Government,  the  dollars  will  go  further  if  the  program  has 
to  compete  for  space  in  the  National  Science  Foundation's  budget.  The  present  alter- 
native means  that  a  special  interest  bureau  retains  the  responsibility  of  directing 
this  portion  of  private  sector  innovation. 

Promoting  International  Trade 

There  is  one  Commerce  Department  brainstorm  that  is  particularly  damaging, 
namely  the  idea  that  the  United  States  is  engaged  in  a  "trade  war"  with  the  nations 
with  which  we  otherwise  maintain  friendly  relations.  The  Department's  "war  room" 
should  be  closed  down,  along  with  the  vast  array  of  supporting  staffs. 

Yes,  trade  (domestic  as  well  as  international)  is  competitive.  After  all,  competition 
is  the  most  effective  protector  of  the  consumer.  Efforts  to  reduce  our  trade  deficit 
should  not  ignore  the  fact  that  each  import — and  export — is  a  voluntary  economic 
transaction.  In  wartime,  we  want  to  prevent  trade  with  our  enemies.  In  peacetime, 
we  promote  trade,  thereby  cultivating  friendship.  Apparently,  the  Commerce  De- 
partment has  forgotten  that  basic  distinction. 

Another  fundamental  distinction  too  often  overlooked  is  that  nations  make  war 
but,  by  and  large,  it  is  individual  companies  that  export  and  import  goods  and  serv- 
ices. Theirs— and  not  the  government's — is  the  challenge  to  maintain  and  enhance 
global  market  shares.  Sometimes,  the  most  effective  way  to  increase  sales — at  home 
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and  abroad — is  to  cut  prices.  No  misguided  government  department  should  interfere 
with  that  normal  process. 

Of  course,  the  Federal  Government  could  take  many  actions  to  make  U.S.  firms 
more  competitive — by  reducing  the  burdens  it  now  places  on  them.  But  that  helpful 
action  hardly  involves  the  Commerce  Department.  The  competitive  strength  of 
American  companies  would  be  enhanced  by  less  taxation,  less  government  deficit  fi- 
nancing, and  a  reduced  array  of  expensive  mandates  and  regulatory  requirements. 
While  all  those  government  burdens  on  American  competitiveness  remain,  it  is  fu- 
tile for  the  Commerce  Department  to  try  to  offset  them  with  promotional  subsidies. 
That's  like  the  dumb  motorist  with  one  foot  on  the  gas  pedal  and  the  other  on  the 
brake. 

To  the  extent  that  some  small  portion  of  the  trade  oriented  activities  of  the  De- 
partment is  informational  rather  than  "industrial  policy"  subsidies,  it  could  be  per- 
formed by  other  departments.  The  overseas  commercial  attaches  should  be  attached 
to  the  State  Department.  After  all,  they  report  to  the  U.S.  ambassadors,  who  are 
State  Department  officials.  If  State  Department  officials  downplay  business  and  eco- 
nomic matters.  Congress  should  instruct  them  otherwise.  The  remaining  policy 
staffs,  if  really  needed  by  the  U.S.  Trade  Representative,  should  be  transferred  to 
that  office,  but  only  after  a  very  substantial  downsizing. 

As  for  the  Travel  and  Tourism  Administration,  that  entire  agency  is  a  subsidy  to 
a  healthy  industry  that  operated  on  its  own  before  this  bureau  was  established.  It 
can  do  so  again  and  save  the  taxpayer  $17  million  in  1996. 

The  Pork  Barrel 

The  Department  of  Commerce  operates  its  own  pork  barrel.  It  is  called  the  Eco- 
nomic Development  Administration  (EDA).  Requested  funding  for  EDA  is  projected 
to  increase  a  whopping  84  percent  between  1994  and  1996.  Grants  by  EDA  have 
been  politically  popular  because  they  are  a  way  to  finance  local  projects  at  someone 
else's  expense — the  national  taxpayer.  Currently,  EDA  provides  eight  different  cat- 
egories of  grants  and  other  financial  assistance  to  the  fortunate  localities  it  selects. 
The  most  cursory  examination  of  the  budget  justification  shows  the  depressing  re- 
sults of  combining  the  worst  aspects  of  the  political  and  bureaucratic  processes. 

For  example,  the  eighth  category  of  EDA  grants  is  devoted  to  "competitive  com- 
munities." In  these  cases,  EDA  provides  "transaction-based  grants,  through 
intermediaries,  for  private  sector  business  projects  that  advance  the  competitiveness 
of  local  economies,  bring  together  business,  community,  and  public  leaders  to  iden- 
tify jointly  the  local  economic  challenges  and  develop  the  best  strategy  to  meet  these 
challenges." 

This  is  a  mouthful  even  for  experienced  practitioners  of  gobbledygook.  But  con- 
sider the  serious  implications  of  that  EDA  effort.  It  clearly  assumes  that  the  leader- 
ship of  a  community  cannot  meet  and  plan  the  future  unless  it  receives  an  EDA 
grant.  That's  Big  Brother  (or  Big  Mother)  at  its  worst.  EDA  should  not  be  cut  back. 
It  should  be  abolished.  That  long  overdue  action  would  save  taxpayers  $427  million 
in  1996. 

A  less  visible  Commerce  Department  pork  barrel  has  been  established  in  recent 
years — in  the  form  of  a  tremendous  proliferation  of  departmental  overhead  staffs. 
This  trend  of  enhanced  governmental  liberality  stands  in  dramatic  contrast  to  the 
contemporaneous  efforts  in  the  private  sector  to  cut  back  on  such  activities  and  to 
flatten  organizational  hierarchies  by  reducing  layers  of  bureaucracy. 

Here  are  a  few  of  the  staffs  currently  budgeted  for  the  Department  of  Commerce 
(they  are  in  addition  to  the  operating  bureaus,  each  of  which  has  its  own  set  of 
staffs):  Office  of  Policy  and  Strategic  Planning;  Office  of  White  House  Liaison;  Office 
of  Technology  Policy;  Office  of  Space  Commerce;  Office  of  Business  Liaison;  Office 
of  Consumer  Affairs;  Decision  Analysis  Center;  Office  of  International  Policy;  Office 
of  Manufacturing  Competitiveness;  Office  of  Technology  Competitiveness;  Office  of 
Policy  Analysis;  Office  of  Macroeconomic  Analysis;  Office  of  Economic  Conditions 
and  Forecasting;  Office  of  Business  Analysis. 

Of  course,  a  host  of  bureaucratic  luminaries — in  addition  to  the  Secretary  and 
Deputy  Secretary — is  needed  to  supervise  this  galaxy  of  staff  activities.  The  latest 
U.S.  Government  Organization  Manual  lists,  for  the  Commerce  Department,  an  ex- 
tensive array  of  six  undersecretaries,  seven  deputy  undersecretaries,  13  assistant 
secretaries,  32  deputy  assistant  secretaries,  plus  an  assortment  of  counselors,  spe- 
cial assistants,  executive  assistants,  an  associate  deputy  secretary,  an  assistant  dep- 
uty secretary,  and  one  associate  under  deputy  secretary.  How  gratifying  it  would  be 
to  the  taxpayer  to  learn  that  this  set  of  supernumeraries  was  stricken  from  the  gov- 
ernment's payroll. 
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Statistics 

The  Department  of  Commerce  also  houses  two  highly  regarded  statistical  agen- 
cies, the  Bureau  of  the  Census  and  the  Bureau  of  Economic  Analysis  (BEA).  The 
numbers  generated  by  these  two  professional  groups  are  widely  used  throughout  the 
nation,  but  there  is  no  compelling  reason  for  attaching  them  to  the  Commerce  De- 
partment. In  the  past,  the  Departments  of  Treasury  and  Interior  provided  homes 
for  bureaus  not  conveniently  fitting  in  other  departments.  Treasury  would  be  a  more 
sympathetic  location  for  the  statistical  compilers.  In  contrast,  Interior  might  just 
leave  them  alone.  A  case  can  be  made  for  either  location. 

Perhaps  a  better  solution  is  to  set  up  Census  and  BEA  as  an  independent  statis- 
tical agency.  The  Bureau  of  Labor  Statistics  could  be  moved  out  of  the  Labor  De- 
partment and  join  them,  along  with  the  statistical  review  functions  of  the  Office  of 
Management  and  Budget. 

A  Useful  Precedent 

Conservatives  urging  dismantling  the  Department  of  Commerce  may  be  akin  to 
the  notion  of  man  bites  dog.  Given  the  current  interest  in  curbing  business  sub- 
sidies, however,  the  Commerce  Department  is  the  logical  place  to  start — and  to  dem- 
onstrate the  genuine  desire  to  curb  all  government  subsidies  and  other  low-priority 
outlays. 

But  the  point  to  emphasize  is  that  Commerce  is  the  place  to  start.  An  equally 
strong  case  can  be  made  for  subsequently  closing  down  the  Department  of  Energy. 
The  supposed  energy  crisis  that  justified  its  establishment  and  its  regulatory  func- 
tions is  no  longer  in  evidence.  Any  regulations  that  linger  on  should  be  given  an 
honorable  discharge. 

Of  course,  subsidies  are  not  limited  to  business.  Very  large  subsidies  are  provided 
by  other  departments,  most  notably  the  Department  of  Agriculture.  Few  of  these 
outlays  go  to  small  family  farmers.  Most  of  the  largesse  is  received  by  giant  agricul- 
tural enterprises.  In  a  period  of  fiscal  belt-tightening  such  as  the  present,  farm  sub- 
sidies are  also  an  attractive  target  for  the  budgetary  axe. 

Along  these  lines,  Labor  Secretary  Robert  Reich  has  registered  a  newly  found  in- 
terest in  cutting  business  subsidies  which,  in  his  usual  scholarly  manner,  he  refers 
to  as  corporate  welfare.  I  agree  that  a  strong  case  can  be  made  for  cutting  these 
federal  outlays.  But  why  ignore  the  wasteful  subsidies  and  other  unproductive  out- 
lays under  his  jurisdiction  in  the  Department  of  Labor? 

A  serious  effort  to  curb  subsidies  should  surely  extend  to  the  pernicious  Davis- 
Bacon  Act.  That  relic  of  the  1930s  needlessly  pushes  up  the  cost  of  government  con- 
struction. The  required  weekly  reports  by  each  government  construction  contractor 
exemplify  the  government's  paperwork  shuffling  at  its  worst.  Eliminating  the  De- 
partment's busybody  Office  of  the  American  Workplace  would  also  help  achieve 
economy  in  government. 

Conclusion 

I  would  like  to  conclude  on  a  positive  note.  It  is  vital  that  government  performs 
well  the  tasks  that  society  assigns  it.  The  problem  today  is  that  more  responsibil- 
ities have  been  given  to  government  than  it  can  possibly  perform  to  any  degree  of 
satisfaction.  If  the  federal  establishment  were  staffed  with  Newtons  and  Einsteins, 
it  would  not  be  up  to  the  task.  Doubters  should  turn  to  pages  of  the  United  States 
Government  Manual  and  see  the  almost  endless  array  of  agencies,  bureaus,  and  di- 
visions. The  challenge  is  to  focus  the  public  sector's  resources  in  the  most  critical 
areas  and  to  leave  to  the  private  sector  matters  better  handled  there. 

From  this  viewpoint,  it  is  sad  to  report  that  the  fiscal  year  1996  federal  budget 
recommends  that  the  outlays  of  the  U.S.  Department  of  Commerce  should  rise  from 
$3.0  billion  in  1994  to  $4.2  billion  in  1996  (see  table).  This  is  a  39  percent  increase 
in  a  two-year  period.  After  a  brief  slowdown  in  1997-1999,  the  Department's  spend- 
ing is  projected  to  zoom  to  $7  billion  in  the  year  2000.  Even  after  allowing  for  the 
decennial  census  in  that  year,  this  anticipated  fiscal  generosity  leads  to  one  conclu- 
sion: the  Congress  should  halt  this  blatant  attempt  at  empire  building  at  the  tax- 
payers' expense. 

The  effective  way  to  reduce  the  cost  and  obtrusiveness  of  government  is  not  just 
to  make  modest  cuts  in  annual  budgets.  Although  helpful,  such  marginal  changes 
can  readily  be  reversed  in  the  future.  The  best  approach  is  to  eliminate  entire  de- 
partments, agencies,  and  bureaus  that  have  outlived  their  usefulness.  Abolishing 
the  Department  of  Commerce  would  furnish  a  dramatic  example  of  the  Congress's 
ability  to  accomplish  that  difficult  but  necessary  task. 
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Expenditures  by  the  U.S.  Department  of  Commerce 
Fiscal  Years  (dollars  in  millions) 


Percent 

1996  Change 

Bureau  or  Program  1994        Projected        1994-96 

National  Institute  of  Standards  and  Technology $167 

Technical  Administration  6 

National  Telecommunications  and  Information  Administration 42 

Economic  Development  Administration  232 

Patent  and  Trademark  Office  (net  of  fees)  49 

Export  Administration  34 

Bureau  of  the  Census  250 

Economic  and  Statistical  Analysis  46 

Minority  Business  Development  Agency 41 

General  Administration 49 

International  Trade  Administration  234 

National  Oceanic  and  Atmospheric  Administration 1,860 

Travel  and  Tourism  Administration  25 

National  Technical  Information  Service  (net  of  fees) 2 


$740 

+343% 

13 

+117 

88 

+107 

427 

+84 

88 

n/a 

47 

+38 

315 

+26 

56 

+22 

49 

+20 

59 

+20 

266 

+14 

2,057 

+11 

17 

-47 

2 

n/a 

$3,037       $4,224  +39% 


n/a=not  applicable  because  the  agency  funds  most  of  its  activities  from  fees. 
Source:  Budget  of  the  United  States  Government,  Fiscal  Year  1996 

Chairman  RoTH.  I  think  so,  very  dramatically.  I  may  try  to  come 
back  to  see  if  I  can  ask  a  few  questions.  I  am  not  sure  how  that 
will  work  out.  We  only  have  six  votes  now  so  it  is  improving. 

The  Committee  will  be  in  recess  subject  to  the  call  of  the  chair. 

[Recess.] 

Chairman  ROTH.  The  Committee  will  reconvene.  I  guess  in  fair- 
ness to  the  panel,  we  will  keep  the  hearing  open  and  submit  our 
questions  in  writing. 

One  question  I  have,  in  talking  about  restructuring,  reorganiz- 
ing— and  of  course,  I  am  sympathetic  to  the  idea  we  must  consoli- 
date and  strengthen  the  trade  function.  Does  it  make  sense  to  try 
to  somehow  group  that  organization  with  other  commerce?  For  ex- 
ample, I  think  the  Ash  Council  talked  about  a  department  of  eco- 
nomic affairs.  They  do  not  even  mention  trade.  It  shows  how  times 
have  changed.  But  I  guess  my  question  is,  should  there  try  to  be 
some  kind  of  a  grouping,  if  not  inclusion  as  part  of  a  department, 
the  commercial  activities  on  the  domestic  front?  Can  we  logically 
separate  them  or  should  they  be  somehow  grouped  together? 

Ambassador  Yeutter.  I  am  not  sure  specifically  what  you  have 
in  mind  there,  Mr.  Chairman.  I  would  be  inclined,  just  to  give  you 
a  conceptual  answer,  to  keep  a  trade  ministry  pretty  lean  and 
mean  and  leave  the  sort  of  domestic-oriented  functions  elsewhere. 
You  have  got  the  Council  of  Economic  Advisors  doing  some  of  that. 
Secretary  Franklin  has  just  suggested  you  take  the  statistical  func- 
tions and  combine  them  and  consolidate  those.  I  think  that  makes 
good  sense. 

Chairman  ROTH.  I  do,  too. 

Ambassador  Yeutter.  Then,  of  course,  you  have  to  somehow 
make  a  separation  of  what  goes  into  the  trade  ministry,  if  you  will, 
and  what  goes  into  the  finance  ministry,  meaning  the  Treasury  De- 
partment. You  will  need  to  make  that  separation.  But  I  like  fun- 
damentally the  grouping  that  I  included  in  my  testimony.  Con- 
gressman Mica,  by  the  way,  on  the  House  side  has  put  together  a 
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bill  that  is  really  quite  close  to  what  I  have  outlined  in  my  testi- 
mony. 

Chairman  Roth.  Ms.  Franklin? 

Ms.  Franklin.  I  have  the  same  reaction.  I  think  the  inter- 
national trade  piece  should  be  very  sharply  focused.  So  therefore, 
I  am  associating  myself  with  what  Secretary  Yeutter  has  said. 
Some  of  these  other  things,  maybe  you  do  group  science  and  tech- 
nology kinds  of  Government  functions  together.  Or  maybe  there  is 
another  rubric  that  you  put  the  other  commercial  things  under.  But 
I  would  keep  this  trade  activity  sharply  focused.  It  is  too  important 
for  our  economic  future  to  let  it  be  as  diffused  as  it  is  now. 

Ambassador  Yeutter.  Let  me  add  a  point  on  the  technology  side 
which  really  fits  with  what  Mr.  Weidenbaum  had  to  say  earlier. 
That  is  that  I  think  you  have  got  to  be  careful  about  what  you  do 
in  technology  administration,  if  you  will.  It  is  easy  to  sell  your  soul 
and  get  the  Government  involved  in  a  lot  of  things  that  truly  are 
industrial  policy.  Once  these  programs  get  established  within  Com- 
merce or  wherever  they  are,  there  is  a  tendency  for  them  to  grow 
because  there  is  a  lot  of  self-interest  within  the  bureaucracy  to 
make  them  grow,  and  the  folks  who  are  the  beneficiaries  of  them 
in  the  private  sector  soon  get  addicted  to  those  benefits.  I  think  I 
would  cut  those  off  at  the  pass.  As  I  said,  I  think  you  need  some 
technology  competence,  but  beyond  that 

Chairman  Roth.  I  have  spent  within  my  office  a  lot  of  time  look- 
ing at  that  problem  to  see  whether — and  fi-ankly,  one  of  my  prin- 
cipal concerns  was  the  point  you  made  that  once  you  start  down 
that  road  it's  very  difficult  to  limit  it  or  prevent  it  from 

Ambassador  Yeutter.  Very  seductive. 

Chairman  ROTH  [continuing].  Picking  the  winners  and  not  the 
losers. 

Mr.  Weidenbaum.  Mr.  Chairman,  can  I  make  a  comment  on 
that? 

Chairman  RoTH.  Yes. 

Mr.  Weidenbaum.  Essentially  the  answer  is  in  variations  of  the 
Ash  Council  proposal  for  a  department  for  the  economy.  I  think 
that  is  especially  valuable  for  yet  another  reason.  It  gets  away  from 
the  notion  that  every  major  interest  group  needs  to  be  represented 
in  the  Cabinet:  business,  and  labor,  and  farmers.  It  says  that  you 
need  to  look  at  the  national  interest.  We  have  a  national  interest 
to  promote  the  development  of  the  American  economy,  and  that 
will  benefit  business,  and  labor,  and  the  consumer.  All  of  those  spe- 
cial interests  get  represented  in  a  department  geared  for  the 
strengthening  of  the  economy. 

Chairman  ROTH.  The  thought  has  been  expressed,  in  the  case  of 
the  Pentagon  you  have  the  Department  of  Defense  and  you  have 
Army,  Navy,  Air  Force.  Could  you  create  separate  groupings  and 
then  have  them  structured  under  some  general  head?  That  ques- 
tion has  been  raised.  The  problem  is  you  are  always  in  danger  of 
creating  a  huge  new  bureaucracy  which  is  the  last  thing  you  want 
to  do. 

Ambassador  Yeutter.  And  you  are  also  going  to  have  a  huge  po- 
litical battle  if  you  begin  to  try  to  put  that  many  entities  and  func- 
tions in  one  department. 


145 

Chairman  ROTH.  No  question  about  that.  One  question,  Mr. 
Weidenbaum,  I  wanted  to  ask  you.  You  talked  about  tax  credits  as 
a  way  of  promoting  research  and  so  forth.  But  what  about  basic  re- 
search? Is  there  not  a  need  for  the  Federal  Government  to  do  basic 
research? 

Mr.  Weidenbaum.  Absolutely.  That  is  not  the  mandate  of  NIST. 
Basic  research,  which  is  typically  done  at  universities,  at  non-profit 
research  institutes  is  under  the  jurisdiction,  as  I  understand  it,  of 
the  National  Science  Foundation.  NSF  needs  to  concentrate  its  mis- 
sion to  promote  basic  research.  That  is  the  place  to  do  it. 

Chairman  ROTH.  Thank  you.  Ms.  Franklin,  you  mentioned  that 
there  is  a  lot  of  bureaucracy  in  the  Department  of  Commerce,  at 
the  same  time  you  talk  about  in  the  private  sector  how  companies 
have  slimmed  down,  done  away  with  much  of  the  internal  bureauc- 
racies there.  Do  you  have  any  suggestions  how  we  can  address  that 
problem?  For  example,  take  NOAA.  I  think  there  is  a  lot  of  sym- 
pathy to  the  idea  that  in  general  that  is  a  pretty  important  oper- 
ation and  probably  should  be  kept  together.  At  the  same  time, 
there  are  these  comments  that  there  is  a  lot  of  bureaucracy,  unnec- 
essary duplication  and  layering  of  bureaucrats. 

Do  you  agree  with  that?  If  so,  how  do  you  address  that  problem? 

Ms.  Franklin.  This  is  one  of  the  hardest  issues  that  you  have 
on  your  plate.  If  you  compare  businesses  today  and  Government, 
many  of  our  big  companies  have  really  restructured  themselves. 
They  have  taken  out  layers  of  management,  flattened  the  organiza- 
tions, and  really  are  pushing  decisions  down,  working  in  teams. 
But  this  requires  certain  fluidity  and  the  Government  simply  does 
not  have  it.  What  we  have  is  this  very  highly  structured  GS  system 
with  all  kinds  of  layers.  This  just  works  against  effective  manage- 
ment. What  you  end  up  doing  is  creating  experts  in  certain  areas 
who  do  not  need  to  talk  to  anybody  else  or  to  each  other. 

How  one  goes  about  delayering  Government?  I  am  not  sure  I 
know,  but  you  have  got  to  redo,  I  believe,  the  whole  civil  service 
system  somehow.  That  is  not  easy.  But  I  firmly  believe  something 
like  this  has  got  to  be  attempted  or  we  are  forever  going  to  be  over- 
layered  and  overdone. 

I  have  a  personal  view  that  Government  lacks  managerial  capa- 
bility anyway,  and  we  do  not  put  a  premium  on  having  that  skill 
with  people  who  work  in  Government.  Then  when  we  have  this 
over-layering  or  this  oddly  structured  beast  as  Commerce  is  now, 
you  make  it  very  difficult  for  anybody  to  manage.  And  management 
is  what  really  ought  to  help  us  deliver  more  productivity  and  more 
efficiency. 

I  do  not  have  an  easy  answer.  Somehow  we  have  got  to  get  at 
this  structure. 

Ambassador  Yeutter.  May  I  comment  on  that? 

Chairman  ROTH.  Yes. 

Ambassador  Yeutter.  Mr.  Chairman,  I  sit  on  nine  corporate 
boards  in  a  whole  variety  of  American  industries.  I  can  tell  you 
that  the  heads  of  those  companies  would  be  and  are  appalled  by 
what  they  see  in  Government.  They  have  bitten  the  bullet,  as  Sec- 
retary Franklin  indicated,  in  their  own  companies  and  they  have 
made  their  administrative  superstructure,  if  you  will,  Mr.  Chair- 
man, immensely  more  efficient  than  it  was  five  or  10  years  ago. 


146 

That  is  one  of  the  reasons  that  this  country  has  become  so  much 
more  competitive  internationally  than  it  was  a  decade  or  so  ago. 
They  have  done  this  job  in  the  private  sector  and  they  have  proved 
that  you  can  do  it,  and  in  many  cases  have  their  companies  per- 
form a  lot  better  than  they  do  today. 

It  can  be  done  in  Government,  but  it  has  not  been  done  and  it 
will  not  be  done  unless  the  Congress  forces  it.  The  amount  of  su- 
perstructure that  exists  in  Commerce,  as  Mr.  Weidenbaum  indi- 
cated, is  just  disgraceful.  It  is  probably  the  worst  of  all  the  depart- 
ments. But  there  is  vast  improvement  that  can  be  made  and  in 
every  other  department  of  Government.  You  have  got  to  do  it  prob- 
ably through  the  appropriations  process,  and  simply  indicate  that 
all  of  this  layering  be  affected  in  a  very  dramatic  way.  The  way  the 
Government  functions  today  in  an  executive  manner  is  really  de- 
plorable. 

Chairman  ROTH.  One  approach  is  to  require  a  certain  reduction 
within  a  certain  period  of  time.  We  have  had  the  overall  reduction 
that  Senator  Glenn  mentioned  to  you  earlier,  but  it  is  my  under- 
standing most  of  that  reduction  is  coming  in  the  Department  of  De- 
fense. And  of  course,  that  really  is  merely  doing  what  was  going 
to  be  done  anyway.  It  is  not  particularly  impacting  on  the  other  de- 
partments. 

But  do  you  see  that  as  an  approach  to  say  either  set  forth  a  num- 
ber— it  is  a  pretty  rough  approach,  but  either  saying  5  percent  re- 
duction or  whatever  or  a  certain  number  of  people? 

Ambassador  Yeutter.  I  think  you  have  got  to  mandate  it  in 
some  manner.  You  either  mandate  it  with  the  amount  of  money 
that  you  put  into  the  superstructure,  or  you  mandate  it  in  terms 
of  personnel  cutbacks.  And  that  gets  pretty  arbitrary  sometimes, 
but  it  has  to  be  done. 

Just  to  give  you  an  example,  one  of  my  boards  is  Caterpillar, 
which  restructured  a  great  deal  and  today  is  immensely  successful. 
Caterpillar  is  fundamentally  run  by  five  people  today,  and  that  is 
about  a  $15  billion  corporation.  Essentially,  their  superstructure  is 
five  people. 

Ms.  Franklin.  Could  I  add  something,  Mr.  Chairman?  I  think 
you  can  go  after  this  through  the  appropriations  process  and  set 
these  kinds  of  limits  and  so  on,  but  somebody  is  going  to  have  to 
go  after  the  civil  service  system  because  it  has  a  bunch  of  require- 
ments in  it. 

Chairman  Roth.  No  question  but  that  is  part  of  it.  I  see  the  time 
is  running  out,  so  I  apologize  for  what  is  happening  today,  but  it 
is  beyond  my  control.  What  we  would  like  to  do  is  submit  our  ques- 
tions in  writing  to  you.  Thank  you  very  much  for  being  here  today, 
we  appreciate  it. 

Ms.  Franklin.  Thank  you. 

Ambassador  Yeutter.  Good  luck. 

Chairman  ROTH.  The  Committee  is  in  recess  subject  to  the  call 
of  the  Chairman. 

[Recess.] 

Chairman  RoTH.  The  Committee  will  be  in  order.  I  regret  to  in- 
form that  we  still  have  three  votes.  The  proceedings  were  inter- 
rupted by  recognition  of  Senator  Byrd's  14,000  vote,  so  there  were 
a  number  of  statements  made  and  that  has  delayed  the  votes. 
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I  understand,  Mr.  Prestowitz,  you  have  a  speaking  engagement, 
so  why  do  we  not  start  with  you.  Gentlemen,  it  is  a  pleasure  to 
have  all  three  of  you  here,  and  I  apologize  for  the  circumstances. 

TESTIMONY  OF  CLYDE  V.  PRESTOWITZ,  JR.,  PRESIDENT, 
ECONOMIC  STRATEGY  INSTITUTE 

Mr.  Prestowitz.  Thank  you  very  much,  Mr.  Chairman.  I  will 
submit  my  full  statement  for  the  record,  and  simply  limit  my  open- 
ing comments  to  a  few  summary  points. 

First,  I  would  like  to  say,  and  I  think  the  Chairman  knows  this, 
I  was  counselor  to  the  Secretary  of  Commerce  Mac  Baldrige  back 
in  the  first  Reagan  administration.  And  at  that  time.  Secretary 
Baldrige  developed  the  idea  for  a  department  of  international  trade 
and  industry.  I  thought  it  was  a  good  idea  then,  and  I  think  it  is 
a  good  idea  now. 

I  think  that  clearly  the  Commerce  Department  and  the  functions, 
particularly  the  international  trade  functions  which  it  performs, 
are  important  ones.  At  the  same  time,  there  is  room  for  serious 
thought  about  how  to  streamline  the  department,  how  to  combine 
its  functions  with  other  important  trade  and  industry  functions  in 
the  government,  in  order  to  make  the  United  States  more  competi- 
tive in  international  markets. 

Having  said  that,  it  seems  to  me  that  any  exercise  which  in- 
volves merely  moving  boxes  around  the  government  organization 
chart,  any  exercise  which  is  not  based  on  a  careful  analysis  of  the 
position  of  the  American  economy  in  the  increasingly  globalizing 
world  economy  and  of  what  that  economy  needs  to  be  competitive, 
is  not  likely  to  produce  a  lasting  or  effective  solution. 

In  particular,  I  would  like  to  point  out  that  Tip  O'Neill  used  to 
be  fond  of  saying  all  politics  is  local.  In  my  experience,  all  trade 
is  sectoral.  Typically,  trade  problems  do  not  involve  solving  unfair 
trade  or  reducing  the  trade  deficit.  Typically,  they  involve  negotiat- 
ing over  semiconductors  or  auto  parts  or  telecommunications  or  fi- 
nancial services  or  a  number  of  other  concrete  issues.  In  order  to 
be  able  to  engage  in  those  kinds  of  negotiations  effectively,  it  is  ab- 
solutely critical  to  have  the  ability  to  analyze  what  is  happening 
in  the  sectors  of  the  American  economy,  as  well  as  the  sectors  of 
other  economies. 

Moreover,  a  sectoral  analytical  capability  is  important  not  only 
for  trade  negotiations,  but  when  Congress  passes  legislation,  when 
regulatory  bodies  establish  regulations.  That  legislation,  those  reg- 
ulations affect  what  happens  to  the  telecom  industry  or  the  auto 
industry  or  the  steel  industry  or  what  have  you.  Without  the  abil- 
ity to  analyze  the  impact,  the  potential  impact  of  regulation  or  leg- 
islation on  sectors  of  the  economy,  it  is  inevitable  that  the  legisla- 
tion and  the  regulation  will  not  achieve  a  beneficial  purpose. 

Proposals  have  been  made  to  reduce  greatly  the  sectoral  analyt- 
ical capability  of  the  department  or  even  to  remove  it  altogether. 
I  think  this  would  be  a  great  mistake. 

Proposals  have  been  made  to  separate  some  of  the  trade  law 
functions,  particularly  the  export  administration  function  from  the 
import  administration  function.  I  think  that  would  be  a  great  mis- 
take, and  I  think  that  moving  responsibility  for  export  administra- 
tion to  the  State  Department  or  the  Defense  Department  would  re- 
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suit  in  a  policy  which  is  precisely  the  one  that  Congress  has  long 
wanted  to  avoid.  The  reason  that  it  is  in  the  Commerce  Depart- 
ment is  because  of  concern  on  the  part  of  Congress  that  other  de- 
partments would  not  adequately  perform  that  function. 

Let  me  turn  for  a  moment  to  the  issue  of  the  Commerce  Depart- 
ment as  a  grab  bag  of  agencies  that  are  unrelated  to  each  other. 
Certainly,  as  I  said,  there  is  room  for  streamlining  and  movement 
of  parts  of  the  department  to  other  places.  But  if  you  look  at  some- 
thing like  the  Patent  Office,  sure  you  could  move  the  Patent  Office 
to  the  Justice  Department  or  to  some  other  department  of  govern- 
ment. But  when  U.S.  negotiators  sit  down  to  negotiate  intellectual 
property  issues  with  Japan's  MITI,  for  example,  MITI  controls  the 
Japanese  Patent  Office.  Without  the  Patent  Office  at  Commerce, 
that  negotiation  becomes  a  very  different  kind  of  negotiation. 

So  I  think  that  it  is  important  to  look  below  the  surface  of  some 
of  these  relationships  and  ask  ourselves  whether  they  are  crazy  as 
it  is  sometimes  asserted  that  they  are. 

Let  us  take  technology.  We  are  fond,  in  the  United  States,  of  apo- 
theosizing the  entrepreneur,  the  rugged  individualist  who  starts  in 
his  basement  and  creates  a  world-girdling  industry,  and  rightly  so. 
Much  of  our  success  as  a  country  is  a  result  of  that  kind  of  entre- 
preneurial effort.  But  from  the  Homestead  Act  to  the  Internet, 
much  of  American  success  and  technological  leadership  has  been 
based  on  a  conjunction  of  efforts  between  government  and  entre- 
preneurs. 

I  found  it  interesting,  recently  I  was  meeting  with  a  group  of 
Congressmen  who  were  enthusiastic  about  the  Internet  and  wanted 
to  promote,  as  fast  as  possible,  interactive  capabilities  throughout 
the  U.S.  industry  and  households.  I  was  surprised  to  find  that  none 
of  them  knew  that  the  Internet 

Chairman  Roth.  I  am  afraid  I  am  going  to  have  to  leave,  Mr. 
Presto  witz. 

Mr.  Prestowitz.  Let  me  conclude  quickly  by  saying  that  I  think 
proposals  such  as  the  ones  you  have  made,  Mr.  Chairman,  to  create 
a  department  of  international  trade  and  industry  are  the  right  way 
to  go.  I  think  that  a  combination  of  the  functions  of  the  U.S.  Trade 
Representative's  office  and  the  trade  functions  of  the  Commerce 
Department  is  the  minimal  basis  on  which  to  begin  moving  in  that 
direction. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Prestowitz  follows:] 

PREPARED  STATEMENT  OF  CLYDE  V.  PRESTOWITZ,  JR. 

Good  morning,  Mr.  Chairman  and  members  of  the  Committee.  I  am  pleased  to 
have  the  opportunity  to  testify  on  the  missions  and  functions  of  the  Department  of 
Commerce,  and  on  the  recently  introduced  Department  of  Commerce  Dismantling 
Act. 

As  you  know  better  than  most,  Mr.  Chairman,  since  the  mid-1980s,  the  growing 
importance  to  America  of  international  commerce,  and  of  the  more  competitive  glob- 
al marketplace  our  country  has  faced  have  generated  several  plans  for  restructuring 
the  government's  mechanisms  for  addressing  these  challenges.  I  had  the  honor  of 
serving  on  a  task  force  organized  by  former  Commerce  Secretary  Malcolm  Baldrige 
that  proposed  combining  Commerce  and  the  Office  of  the  U.S.  Trade  Representative 
into  a  new  Cabinet-level  Department  of  International  Trade  and  Industry.  Behind 
such  plans  was  the  belief  that  trade,  technology,  and  investment  issues  were  all  be- 
coming interlinked  in  the  new  world  economy.  This  insight  is  even  more  important 
today. 
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Indeed,  this  new  set  of  emerging  international  economic  policy  challenges  should 
figure  prominently  in  our  thinking  on  structuring  the  government's  commercial 
functions.  We  must  not  content  ourselves  simply  to  reshuffle  bureaucratic  boxes  or 
slash  programs  to  score  political  points.  Our  approach  must  be  logical  and  analyt- 
ical. We  must  ask  what  capabilities  our  government  needs  to  support  American 
businesses  and  workers  in  an  age  in  which  winning  in  this  new  world  economy  is 
at  once  more  important  and  more  rewarding,  but  also  more  difficult  than  ever  be- 
fore. 

Nearly  everyone  agrees  that  the  globalization  of  business  activity  presents  Ameri- 
cans with  our  greatest  economic  opportunities — especially  the  vigorous  growth  of 
new  markets  in  East  Asia,  Latin  America,  and  Eastern  Europe.  If  our  businesses 
and  workers  can  participate  fully  in  this  growth,  we  will  have  done  much  to  ensure 
our  country's  long-term  prosperity. 

At  the  same  time,  as  we  pursue  these  opportunities,  American  industry  will  face 
competitors  from  countries  and  from  economic  systems  that  operate  according  to 
substantially  different  rules  and  equally  different  assumptions  about  the  proper 
methods  and  purposes  of  economic  activity.  Absolutely  critical  to  our  economic  fu- 
ture will  be  our  ability  to  learn  about  and  analyze  these  competitors  and,  when  nec- 
essary, to  take  measures  to  redress  inequities  or  compel  adherence  to  international 
rules. 

The  role  played  by  the  U.S.  Trade  Representative's  office  in  achieving  these  goals 
is  not  only  very  important,  but  highly  visible.  Negotiation  is  the  best  way  to  deal 
with  these  frictions  among  different  economic  systems.  But  negotiation  involves 
more  than  sitting  at  a  table  and  displaying  rhetorical  brilliance  and  great  deal-cut- 
ting instincts.  Negotiators  need  information — the  best,  most  up  to  date  information 
available  on  their  competitors'  commercial  policies,  on  the  biggest  obstacles  they  cre- 
ate in  the  highest  priority  markets,  and  on  the  record  to  date  of  handling  these  is- 
sues. The  institutional  and  analytical  base  that  generates  this  data  is  in  the  Com- 
merce Department.  Simply  dismantling  it  would  leave  us  practically  helpless  to  de- 
fend our  commercial  interests. 

The  private  sector  needs  this  information  as  well.  And  today's  debate  over  "cor- 
porate welfare"  overlooks  a  major  irony.  The  data  produced  by  the  Commerce  De- 
partment and  other  trade  promotion  agencies  on  international  market  conditions  is 
of  greatest  use  not  to  American  multinational  corporations  (which  are  already  ex- 
porting vigorously)  but  to  smaller  companies.  Few  of  these  are  even  approaching 
their  export  potential,  and  many  find  foreign  markets  too  intimidating  even  to  tar- 
get. Stanching  this  flow  of  information  would  hurt  America's  small  businesses  the 
most,  and  thereby  squander  a  tremendous  economic  opportunity  for  the  entire  coun- 
try. 

Another  critical  trade-related  function  that  the  U.S.  Government  must  maintain 
is  administering  our  trade  laws.  These  laws  deter  the  kinds  of  predatory  foreign  ac- 
tivities that  have  damaged  and  destroyed  many  of  even  our  most  competitive  indus- 
tries. Enforcing  them  requires  the  U.S.  Government  to  assess  and  process  individual 
charges  of  dumping,  intellectual  property  theft,  and  other  transgressions  that  are 
all  too  widespread  in  foreign  and  domestic  markets. 

The  semiconductor  industry  is  a  case  in  point.  In  the  mid-1980s,  this  critical  sec- 
tor— so  vital  to  our  national  security  as  well  as  to  our  presence  in  a  broad  range 
of  current  and  future  industries — was  hemorrhaging  jobs  and  income  due  to  illegal 
Japanese  dumping.  In  1980,  for  example,  11  U.S.  companies  produced  DRAMs.  By 
1989,  only  three  were  left.  American  entrepreneurs  ultimately  played  a  major  role 
in  the  industry's  revival.  But  without  effective  anti-dumping  measures  from  Wash- 
ington, these  entrepreneurs  might  not  have  had  an  industry  to  save. 

Government  and  business  today  also  need  timely  information  about  the  health  of 
individual  sectors  of  the  American  economy.  Most  economic  analysis  performed  by 
the  U.S.  Government  is  done  at  the  aggregate  level  by  macroeconomists.  Yet  this 
aggregate  ultimately  is  made  up  of  individual  industries,  and  the  health  of  the  ag- 
gregate ultimately  depends  on  the  health  of  these  industries.  The  Commerce  De- 
partment is  the  only  government  agency  employing  enough  industrial  economists  to 
produce  a  wide  range  of  sectoral  studies. 

Imagine  trying  to  conduct  trade  policy  without  sectoral  expertise.  Just  as,  in  the 
words  of  former  Speaker  Tip  O'Neill,  "All  politics  is  local,"  all  trade  policy  is  sec- 
toral. Trade  disputes  among  countries  typically  manifest  themselves  as  disagree- 
ments over  the  treatment  of  specific  classes  of  products — made  by  individual  indus- 
tries. And  trade  agreements  that  produce  worthwhile  results  must  ultimately  take 
into  account  the  characteristics  of  individual  industries  and  the  barriers  protecting 
them.  In  addition,  when  Members  of  Congress  bring  up  trade  problems,  they  rarely 
complain  about  "unfair  trade"  in  the  abstract.  Their  focus  is  usually  on  the  concrete 
problems  confronting  specific  sectors.  Wiping  out  the  U.S.  Government's  sector  anal- 
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ysis  capabilities  would  put  U.S.  trade  policy  entirely  in  the  hands  of  interested  par- 
ties— both  foreign  and  domestic. 

Because  the  overall  economy  is  comprised  of  sectors,  sectoral  capabilities  are  also 
essential  for  sound  domestic  policy.  Individual  industries  can  be  profoundly — and 
differentially — affected  by  domestic  policy  actions  on  a  wide  variety  of  fronts — tax 
policy,  regulatory  policy,  anti-trust  policy.  But  sound  policy  can't  be  made  in  an  in- 
formation vacuum.  It  would  be  irresponsible  to  deprive  the  government  of  the  ability 
to  tell  Presidents  and  other  decision-makers  how  their  actions  would  affect  sectors 
for  good  or  for  ill. 

All  of  these  factors  militate  not  only  for  maintaining  these  capabilities  in  the  pub- 
lic sector,  but  for  keeping  them  together  administratively.  Moreover,  the  highly  inte- 
grated nature  of  our  biggest  global  economic  challenges — captured  in  the  expression 
that  domestic  and  international  economic  policy  can  no  longer  be  separated — means 
that  many  of  the  "strange  bedfellow"  arrangements  cited  by  critics  of  the  Commerce 
Department  make  more  sense  than  is  immediately  apparent. 

Take  the  U.S.  Patent  Office.  Perhaps  it  could  be  run  by  the  Justice  Department. 
But  when  Commerce  Department  and  U.S.  Trade  Representative  officials  negotiate 
intellectual  property  issues  with  Japan,  they  face  counterparts  from  the  Ministry  of 
International  Trade  and  Industry  with  control  over  Japan's  patent  office.  Protecting 
intellectual  property  rights  will  continue  to  figure  so  prominently  in  trade  talks  that 
bureaucratically  isolating  our  patent  system  from  our  trade  policy-making  nexus  can 
only  disadvantage  U.S.  negotiators — and  therefore  American  innovators. 

Careful  examination  of  the  entities  and  forces  that  combine  to  shape  American 
commercial  policy  and  the  world  economy  also  yields  strong  arguments  for  preserv- 
ing the  technology  development  capabilities  found  at  Commerce  and  other  agencies, 
notably  the  Defense  Department.  Savings  are  surely  possible.  But  from  the  Home- 
stead Act  to  the  Pentagon-spawned  Internet,  collaboration  between  entrepreneurs 
and  government  has  been  a  source  of  economic  dynamism  and  technological  leader- 
ship for  America. 

This  collaborative  system  has  been  instrumental  in  fostering  many  of  the  most 
spectacular  recent  American  technology  breakthroughs — not  only  the  Internet  but 
the  Worldwide  Web,  parallel  computing,  and  "smart"  telecommunications  networks, 
to  cite  a  few  examples.  Today  it  is  coming  under  pressure — not  only  from  general 
budget  austerity  but  from  declining  defense  R&D  spending  and  from  the  under- 
standable reluctance  sometimes  displayed  by  capital  markets  to  fund  high-risk  re- 
search with  uncertain,  long-term  payoffs. 

As  we  rightly  re-examine  government's  proper  technology  development  role  in  a 
period  of  public  sector  retrenchment,  we  must  carefully  consider  how  to  solve  the 
public  goods  and  other  problems  that  led  both  Democrats  and  Republicans  to  sup- 
port a  significant  government  role  for  most  of  this  century. 

In  my  judgment,  we  have  long  needed  a  Department  of  International  Trade  and 
Industry  that  combines  parts  of  the  Commerce  Department  and  the  U.S.  Trade  Rep- 
resentative's office,  and  possibly  the  Export-Import  Bank  and  the  Overseas  Private 
Investment  Corporation.  Certainly,  the  current  Commerce  Department  can  be 
shrunken  and  streamlined.  Certainly  some  of  its  functions  could  be  put  in  other 
agencies.  At  a  minimum,  however,  adequately  serving  U.S.  commercial  interests  re- 
quires combining  the  integrated  functions  of  the  Department's  International  Trade 
Administration  with  USTR.  It  is  also  critical  that  the  resulting  entity  retain  Cabinet 
rank.  Otherwise,  commercial  interests  are  unlikely  to  be  fully  considered  when 
major  policy  initiatives  are  conceived,  and  the  proper  balance  between  economic  and 
non-economic  objectives  rarely  struck. 

Chairman  ROTH.  Thank  you.  We  will  have  a  number  of  questions 
we  would  like  to  submit  to  you  in  writing.  If  you  gentlemen  can 
wait,  I  will  be  back  in  just  a  few  minutes,  hopefully.  The  Commit- 
tee is  in  recess. 

[Recess.] 

Chairman  ROTH.  Once  again,  the  Committee  will  please  come  to 
order.  Gentlemen,  I  apologize,  but  we  look  forward  to  hearing  from 
you.  Mr.  Huard? 
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TESTIMONY  OF  PAUL  HUARD,  SENIOR  VICE  PRESIDENT  FOR 
POLICY,  NATIONAL  ASSOCIATION  OF  MANUFACTURERS 

Mr.  HUARD.  Thank  you,  Mr.  Chairman.  I  will  submit  my  written 
statement  for  the  record  and,  since  we  have  a  third  panel  stacked 
up  behind  us,  try  to  engage  in  extreme  summarization  here. 

The  focus  of  NAM's  testimony  largely  relates  to  the  trade  and  ex- 
port related  functions  of  the  Department  of  Commerce.  The  trade 
and  export  issue  is  clearly  of  great  importance  to  the  manufactur- 
ing sector.  Over  84  percent  of  both  exports  and  imports  are  manu- 
factured products. 

In  this  context,  I  would  like  to  call  to  the  Committee's  attention 
a  new  study  which  was  co-sponsored  by  our  educational  affiliate, 
the  Manufacturing  Institute,  called  Why  Exports  Really  Matter.  It 
has  a  number  of  interesting  conclusion  in  it,  with  regard  to  the  ef- 
fects of  getting  into  exports.  Among  the  more  prominent  ones  are 
that  workers  in  exporting  industries  are  better  paid  than  in  non- 
exporting  industries,  that  they  enjoy  better  benefits,  that  they  are 
considerably  more  productive,  that  they  use  more  modern  tech- 
nologies and  processes,  and  that  exporting  businesses  have  a  lower 
failure  rate  than  non-exporting  businesses. 

Getting  back  to  the  principal  thrust  of  our  testimony,  it  is  that 
the  type  of  approach  to  restructuring  Commerce  taken  in  S.  929, 
the  Dismantling  Act,  is  we  believe  the  wrong  approach.  To  do  away 
with  some  of  the  vital  export  related  functions  of  the  Commerce 
Department  is,  in  our  view,  not  advisable.  To  scatter  those  that  re- 
main across  four  or  five  other  different  agencies  in  the  Government 
is  equally  inadvisable. 

I  think,  frankly,  our  basic  position  on  this  issue  can  be  summa- 
rized in  a  single  sentence,  and  that  is  that  the  core  elements  of  the 
Commerce  Department's  trade  and  export  function  should  remain 
together  under  the  leadership  of  a  cabinet  rank  official. 

I  think  with  that,  I  will  yield  back  the  balance  of  my  time  and 
maybe  leave  some  time  for  questions.  Thank  you. 

[The  prepared  statement  of  Mr.  Huard  follows:] 

PREPARED  STATEMENT  OF  PAUL  R.  HUARD 

Mr.  Chairman  and  members  of  the  Committee,  my  name  is  Paul  Huard.  I  am 
Senior  Vice  President  for  Pohcy  and  Communications  at  the  National  Association 
of  Manufacturers  (NAM). 

We  appreciate  the  invitation  to  testify  in  today's  hearings  on  the  Department  of 
Commerce.  I  am  obviously  discussing  this  matter  against  the  backdrop  of  proposals 
to  dismantle  the  Commerce  Department  altogether — eliminating  a  few  of  its  func- 
tions and  moving  the  rest  to  other  government  agencies.  This  would  have  enormous 
implications  for  U.S.  trade  and  export  policy,  which  is  the  subject  I  would  like  to 
address  in  my  testimony. 

U.S.  industry  has  a  major  stake  in  anything  that  is  done  to  change  the  trade  and 
export  functions  now  carried  out  by  Commerce.  No  other  part  of  the  U.S.  economy 
is  as  affected  by  trade  flows  as  the  manufacturing  sector.  Nearly  84  percent  of  U.S. 
merchandise  exports  and  84  percent  of  merchandise  imports  are  manufactured  prod- 
ucts. 

I  would  like  to  call  the  Committee's  attention  to  a  new  report,  Why  Exports  Really 
Matter!,  published  by  the  Institute  for  International  Economics  and  The  Manufac- 
turing Institute,  an  educational  and  research  affiliate  of  the  NAM.  The  report  shows 
that  exporters  and  their  workers  are  far  better  off  than  non-exporters  across  a  broad 
range  of  criteria: 

•  workers  in  exporting.plants  on  average  earn  15  percent  more,  but  in  some  cases 
this  difference  is  as  much  as  25  percent; 

•  benefit  levels  are  between  25  percent  and  45  percent  higher; 
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•  exporting   plants   are   30   to   50   percent   more   productive   than   non-exporting 
plants; 

•  out  of  a  list  of  15  modern  manufacturing  technologies,  exporters  employ  40  per- 
cent more  of  these  in  their  plants;  and 

•  failure  rates  in  exporting  plants  may  be  30  percent  less. 

That's  not  all.  These  benefits  seem  to  show  up  once  a  firm  makes  a  commitment 
to  exporting,  not  after  it  reaches  a  certain  level  (or  intensity)  of  exporting.  And  the 
benefits  show  up  across  the  board  in  small  companies  as  well  as  large.  Benefits  of 
exporting  don't  just  go  to  the  big,  multinational  firms. 

A  copy  of  this  report  was  sent  last  week  to  every  member  of  Congress.  I  would 
like  to  submit  a  copy  for  the  record  of  today's  hearings. 

This  leads  me  back  to  the  subject  of  my  testimony — the  trade  and  export  functions 
of  Commerce.  The  NAM's  position  on  this  matter  can  be  stated  succinctly:  We  be- 
lieve that  the  core  elements  of  Commerce's  trade  and  export  functions  should  re- 
main together  under  the  leadership  of  a  Cabinet  rank  official. 

Legislation  (S.  929,  Department  of  Commerce  Dismantling  Act)  has  been  intro- 
duced in  the  Senate  which  heads  in  the  opposite  direction  from  our  recommenda- 
tion. This  legislation  would  move  Commerce's  trade  and  export  functions  to  at  least 
five  different  agencies  and  eliminate  some  functions  that  we  cannot  afford  to  lose. 

Mr.  Chairman,  you  as  well  as  other  members  of  the  Senate  have  long  supported 
greater  consolidation  of  the  trade  and  export  functions  of  the  government.  We  ap- 
preciate the  work  you  have  done  on  this  issue.  Indeed,  in  1983,  the  last  time  this 
issue  was  really  under  serious  consideration,  the  NAM  supported  the  trade  reorga- 
nization legislation  reported  out  of  this  committee  under  your  leadership.  At  the 
time,  the  Committee  stated  that  the  United  States  needed  "a  forward-looking  re- 
sponse to  the  increasing  importance  of  international  trade  to  our  economy."  This 
was  true  in  1983  and  it  is  even  more  so  today. 

We  know  that  serious  consideration  is  being  given  in  the  Senate  to  alternative 
legislation  to  S.  929,  at  least  in  terms  of  trade  and  exports.  Senator  Bond,  for  exam- 
ple, has  stated  on  the  Senate  floor  that  he  is  prepared  to  offer  an  amendment  to 
S.  929,  which  would  keep  the  trade  and  export  functions  of  Commerce  together.  You 
yourself,  Mr.  Chairman,  compellingly  set  out  the  case  for  combining  the  functions 
of  the  Commerce  Department  with  those  of  the  U.S.  Trade  Representative's  office 
in  your  floor  statement  of  June  29.  The  ideas  expressed  in  both  of  these  statements 
are  clearly  in  line  with  the  NAM  approach  I  have  just  mentioned. 

Obviously,  we  would  need  to  discuss  any  new  reorganization  legislation  with  our 
members  before  taking  a  formal  position  on  it,  but  here  is  what  we  will  be  looking 
at  in  any  plan: 

First,  we  must  preserve  the  ability  of  the  U.S.  to  participate  in  international  trade 
negotiations. 

Roughly  40-45  percent  of  the  work  done  by  Commerce's  International  Trade  Ad- 
ministration (ITA)  outside  of  trade  law  implementation  goes  to  conducting  inter- 
national negotiations  or  supporting  the  United  States  Trade  Representative  (USTR) 
in  such  negotiations.  S.  929  would  eliminate  this  vital  activity,  without  providing 
any  feasible  means  for  USTR  or  any  other  part  of  the  government  to  pick  it  up. 

ITA  is  not  the  only  part  of  Commerce  to  play  an  important  role  in  international 
negotiations.  The  National  Institute  for  Standards  and  Technology  (NIST)  assumes 
a  similar  role  in  the  area  of  international  standards,  v/hich  is  one  of  the  most  impor- 
tant non-tariff  barriers  confronting  U.S.  companies  today.  S.  929  would  eliminate 
NIST  capabilities  in  this  field. 

The  NAM  believes  that  ITA  and  NIST  functions  that  are  critical  to  the  ability  to 
carry  out  international  negotiations  must  be  maintained. 

Second,  we  need  to  make  sure  that  U.S.  trade  laws  are  effectively  implemented. 

Any  reorganization  plan  involving  the  administration  of  U.S.  import  laws  will 
have  major  policy  consequences.  One  alternative  under  consideration  is  to  move  im- 
port law  administration  to  the  USTR.  This  is  what  would  happen,  for  example, 
under  S.  929.  It  is  not  clear  to  us  how  the  300-person  import  administration  could 
be  moved  into  the  180-person  USTR  without  completely  transforming  the  USTR 
from  a  presidential  trade  staff  into  a  line  agency.  Nor  is  it  clear  how  a  clear  line 
of  demarcation  between  trade  policy  negotiations  and  trade  law  administration  will 
be  maintained  under  such  a  plan. 

Third,  we  need  to  make  sure  that  the  export  control  system  governing  U.S.  com- 
mercial exports  functions  properly. 

It  is  important  to  remember  that  no  commercial  export  leaves  this  country  with- 
out a  license  (general  or  validated).  S.  929  gives  the  responsibility  for  export  licens- 
ing to  the  Defense  Department  and  export  enforcement  to  the  Customs  Service.  Re- 
form of  the  current  export  control  system  is  badly  needed  (see  attached  chart)  and 
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long  overdue,  but  not  this  way.  Eliminating  the  central  role  that  Commerce  cur- 
rently plays  in  this  system  would  be  a  step  backward.  It  would  give  us  a  system 
more  regressive  than  the  one  that  we  had  in  place  at  the  height  of  the  Cold  War. 

The  NAM  cannot  support  any  plan  that  turns  control  of  licensing  of  commercial 
products  over  to  departments  such  as  State,  Customs  or  Defense.  This  function 
must  remain  together  within  a  department  that  is  primarily  responsible  for  trade, 
export  policies  and  the  competitiveness  of  American  firms. 

Fourth,  we  need  to  pay  attention  to  providing  appropriate  support  to  U.S.  export- 
ers. 

Though  functionally  the  job  of  export  promotion  is  different  from  the  job  of  trade 
negotiation,  they  both  depend  on  a  cadre  of  experts  who  know  the  strengths  of  U.S. 
business  and  who  are  familiar  with  the  diplomatic  and  commercial  opportunities  for 
U.S.  business.  Commerce  today  is  the  principal  source  of  this  type  of  expertise, 
which  we  cannot  afford  to  lose. 

Before  closing,  I  would  like  to  comment  briefly  on  the  current  system  of  private 
sector  advisory  committees  on  trade  and  export  matters  that  are  run  by  Commerce. 
Congress  created  this  system  in  1974  to  ensure  systematic  private  sector  input  for 
U.S.  trade  negotiations  rather  than  the  ad  hoc  approach  that  existed  before  that 
time.  It  has  worked  well  and  at  virtually  no  cost.  We  believe  it  should  be  retained. 

Mr.  Chairman,  this  concludes  my  testimony.  I  would  be  glad  to  answer  any  ques- 
tions. 
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Chairman  Roth.  Thank  you.  Mr.  Hudgins? 

TESTIMONY  OF  EDWARD  HUDGINS,  DIRECTOR  OF 
REGULATORY  STUDIES,  THE  CATO  INSTITUTE 

Mr.  Hudgins.  Thank  you  very  much.  I  want  to  thank  you  for  the 
opportunity  to  testify.  I  think  this  is  a  very  important  subject,  reor- 
ganization, restructuring,  and  where  appropriate,  the  devolution  of 
Government  functions  back  to  the  private  sector. 

While  I  shall  address  mainly  the  NIST  advanced  technology  pol- 
icy, I  will  note  that  this  question  goes  beyond  the  Commerce  De- 
partment because  one  of  the  problems  we  have  is  that  these  kind 
of  functions  are  found  in  many  departments  overlapping  the  kinds 
of  functions  you  see  in  the  Commerce  Department.  And  I  think 
that  the  arguments  I  make  here  can  be  applied  when  you  look  at 
the  general  question  of  how  to  restructure  Government,  whether 
you  are  looking  at  Commerce,  Interior,  or  whatever. 

Before  I  get  on  to  my  discussion  of  technology  policy,  I  just  want 
to  say  I  believe  the  Commerce  Department  should  be  dismantled 
piece  by  piece,  as  it  were.  Where  appropriate,  entire  departments 
should  be  eliminated.  Where  there  is  a  legitimate  Government 
function,  those  functions  should  be  kept  probably  better  in  another 
department.  And  where  it  is  not  a  Government  function,  the  Gov- 
ernment should  simply  get  out  of  the  area. 

For  example,  the  U.S.  Travel  and  Tourism  Office  is  one,  I  think, 
that  can  be  eliminated,  simply  shut  down  rather  than  transferred, 
the  Economic  Development  Administration  and  some  of  the  others. 
And  by  the  way,  I  associate  myself  very  strongly  with  Murray 
Wiedenbaum's  remarks. 

Turning  now  to  the  technology  policy  question,  I  am  going  to  give 
a  number  of  reasons  for  why  I  think  the  Government  should,  in 
large  part,  step  back  from  the  kind  of  handouts  you  see  under  the 
NIST.  First,  generally  the  Federal  Government  should  only  expend 
taxpayer's  money  to  protect  life,  liberty  and  property,  or  otherwise 
support  the  basis  of  a  free  republic.  The  burden  of  proof  should  be 
on  those  who  are  receiving  the  funds,  or  those  who  want  the  Gov- 
ernment to  step  in.  The  burden  of  proof  should  not  be  on  those  who 
suggest  the  Government  get  out  of  an  area. 

By  this  standard,  clearly  the  Federal  Government  has  a  function 
in  conducting  a  census,  so  we  can  see  where  people  live,  who 
should  be  voting  in  one  district.  Clearly  the  Federal  Government 
has  a  function  in  protecting  intellectual  property  rights,  in  terms 
of  patents.  Clearly,  these  are  two  parts  of  the  Commerce  Depart- 
ment that  should  be  kept  in  the  Government  in  some  form  or  an- 
other. I  think  in  a  different  form,  though,  than  they  are  now. 

The  second  principle  is  that  there  is  a  conceptual  problem  with 
the  Government  passing  out  money  in  the  terms  of  technology  pol- 
icy. Basically,  many  of  the  hearings  that  I  have  been  at,  many  of 
the  justifications  are  number  one,  that  the  recipients  like  the  fact 
that  they  are  getting  the  money.  Number  two,  that  the  recipients 
spend  the  money  on  something  that  we  would  probably  find  to  be 
virtuous,  or  at  least  good  for  the  economy. 

But  this  would  be  true  if  you  dropped  money  out  of  a  plane  over 
Washington.  If  you  traced  every  dollar,  you  would  find  the  people 
who  pick  the  money  up,  number  one,  think  it  is  a  good  think  they 
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found  some  money.  And  number  two,  they  would  probably  spend  it 
on  something  of  which  we  would  approve.  They  would  buy  shoes, 
they  would  hook  themselves  up  to  the  Internet.  They  would  do 
something  that  we  would  like,  invest  it  in  their  small  laundromat. 

This  does  not  mean  it  is  good  policy.  And  when  I  hear  the  recipi- 
ents of  aid  saying  we  like  the  fact  that  we  are  getting  it,  well,  this 
is  no  surprise. 

The  third  reason  for  eliminating  this  kind  of  spending  is  the 
market  works  quite  well  without  the  Government  handouts.  If  you 
look  at  the  high-tech  revolution,  and  I  have  to  disagree  with  my 
friend  Clyde  Prestowitz  here,  most  of  that  has  been  private  sector 
driven,  not  driven  by  Government  investment  and  Government  re- 
search. 

A  fourth  reason  is  that,  in  fact,  the  Government  bureaucrats 
have  a  very  poor  track  record  and  no  talent  for  picking  winners 
and  losers.  And  again,  to  be  quite  frank,  what  makes  a  good  Gov- 
ernment bureaucrat  or  Federal  employee  is  the  ability  to  follow  cer- 
tain kinds  of  rules  to  perform  their  functions  correctly.  This  is  not 
the  kind  of  virtue  that  makes  for  a  good  entrepreneur.  The  idea  of 
giving  Government  bureaucrats  the  power  to  pick  winners  and  los- 
ers and  pass  out  money  is  just  not  a  good  one.  And  to  be  quite 
frank,  if  the  bureaucrats  and  political  appointees  had  this  special 
ability,  they  would  be  out  making  money  themselves.  The  fact  that 
they  are  not  I  think  is  indicative  of  the  problem  you  have. 

The  fifth  reason  for  cutting  back  on  these  subsidies  is  the  Gov- 
ernment track  record  is  very  poor.  For  every  so-called  success  you 
can  find  you  can  find  lots  of  failures.  If  you  look  at  the  Commerce 
Department  itself,  I  guess  from  1985  and  1986,  they  passed  out 
$1.2  billion  in  loans  and  loan  guarantees.  They  only  got,  I  think, 
less  than  half  of  that  back. 

If  you  look  at  the  Economic  Development  Administration's  lend- 
ing policy,  again  it  has  not  been  very  successful.  In  fact,  they  were 
selling  off  some  Government  paper  a  few  years  back  and  I  think 
they  were  getting  10  cents  on  the  dollar  for  those  loan  guarantees. 

Look  at  the  supersonic  transport,  it  cost  us  $920  million  before 
the  Government  cut  that  one  off.  That  was  not  a  very  good  invest- 
ment. Look  at  high  definition  television.  The  Japanese  and  French 
invested  about  $1  billion  each  in  Government  funds.  Happily,  we 
did  not  go  that  far.  We  invested  about  $200  million.  And  we  ended 
up  leap-frogging  the  Japanese  with  an  all-digital  system. 

And  by  the  way,  today  the  HDTV  possibility  might  be  eliminated, 
depending  on  how  they  allocate  spectrum.  The  point  here  is  that 
the  Government  does  not  do  a  very  good  job  of  picking  winners  and 
losers. 

Another  reason,  I  am  skipping  down  a  couple  of  my  points,  is 
that  if  you  look  at  the  advance  technology  policy,  you  find  that 
many  of  the  recipients  are  frankly  businesses  that  can  afford  to  do 
these  things  themselves,  3M,  3M  Center,  BP  Chemical,  Caterpillar 
Tractor,  Texas  Instruments,  DuPont  Fibers,  IBM,  Xerox.  All  are 
fine  corporations.  Do  not  get  me  wrong.  The  problem  is  that  I  do 
not  think  that  they  deserve  Government  funds. 

Another  point  is  that  in  our  system,  and  this  goes  beyond  simply 
the  Commerce  Department,  it  goes  to  technology  policy  and  other 
policy  throughout  the  Government,  the  funding  decisions  often  be- 
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come  very  highly  pohticized.  This  is  one  I  am  very  concerned  about. 
Whether  you  look  at  NASA,  whether  you  look  at  some  of  the  other 
agencies,  you  find  more  and  more  they  are  becoming  political  and 
corporate  driven  decisions,  rather  than  driven  on  some  other  basis. 

I  think  this  is  a  crucial  point  because  over  the  last  three  or  four 
decades  in  the  United  States,  and  Western  European  countries 
even  more,  we  have  created  a  welfare  State  in  which  Government 
has  almost  unlimited  powers  to  pass  out  resources,  to  command  re- 
sources, to  regulate  resources,  and  to  act  directly  to  help  this  indi- 
vidual, that  enterprise,  that  sector.  That  is  the  nature  of  this  kind 
of  arrangement. 

But  what  this  does  is  of  course  it  breaks  down  the  remaining 
barriers  between  political  and  economic  power.  It  has  created  a  cor- 
porate State  that  has  what  I  would  call  rampant  institutional  cor- 
ruption, and  by  that  I  mean  that  favors  are  bought  and  sold  by 
businesses,  special  interest  groups,  and  elected  officials  not  for  di- 
rect payment  but  for  political  support  and  so  forth.  This  is,  I  think, 
the  nature  of  one  of  our  fundamental  problems. 

I  think  that  as  we  look  at  what  to  do  with  the  Department  of 
Commerce,  and  especially  these  technology  programs,  you  have  to 
take  account  of  the  fact  that  the  entire  western  world  is  going 
through  a  fundamental  change.  The  corporate  estate  is  not  working 
in  western  Europe.  The  Government  involvement,  picking  winners 
and  losers  and  directing  industries  is  not  working.  The  Japanese 
system,  in  some  ways,  of  course  works  better  because  of  their  tax 
policy  and  some  other  things.  But  of  course,  they  have  had  very  se- 
rious problems  in  recent  years  as  well. 

I  think  we  have  to  look  at  devolving  certain  functions  of  the  Gov- 
ernment back  to  the  private  sector,  keeping  in  the  case  of  the  Com- 
merce Department  just  the  minimal  functions  that  I  think  they 
should  be  performing  in  the  Government,  perhaps  putting  them 
elsewhere,  get  out  of  handing  out  money  to  businesses  to  spend  on 
technology  projects. 

I  would  add,  by  the  way,  I  think  that  the  Federal  Government 
should  cut  back  on  the  trade  promotion  policies,  as  well. 

I  will  just  end  by  saying  that  I  have  serious  concerns  about  a 
ministry,  a  kind  of  American  version  of  Japan's  MITI.  While  I 
think  it  is  probably  not  a  bad  idea  to  do  some  reorganizing  with 
the  U.S.  Trade  Representative's  Office,  which  I  think  generally 
does  a  good  job,  certainly  in  the  negotiations  for  the  various  free 
trade  areas.  They  fi'ankly  probably  could  use  more  help. 

I  am  very  concerned  about  having  that  kind  of  a  politicized  entity 
as  you  have  in  Japan,  which  is  causing  many  of  our  problems.  I 
would  be  very  careful  in  a  reorganization,  putting  everything  to- 
gether from  the  Commerce  Department  and  from  the  U.S.  Trade 
Representative,  if  it  would  make,  let  us  say  a  more  richer  target 
for  interest  groups  and  so  forth.  That  is  the  one  thing  I  am  con- 
cerned about  especially,  with  bringing  them  all  together  under  one 
roof. 

[The  prepared  statement  of  Mr.  Hudgins  follows:] 

PREPARED  STATEMENT  OF  DR.  EDWARD  L.  HUDGINS 

I  want  to  thank  the  Committee  for  the  opportunity  to  testify  today  on  plans  to 
restructure  or  dismantle  the  Commerce  Department.  I  shall  address  myself  prin- 
cipally to  the  National  Institute  of  Standards  and  Technology's  Advanced  Tech- 


92-690    96-6 


158 

nology  Program  (ATP).  But  this  program  is  just  one  example  of  many  government 
efforts  to  advance  science  and  technology  by  passing  out  taxpayers'  dollars.  I  submit 
that  most  of  these  efforts  are  ill-founded  and  that  this  discussion  of  the  Commerce 
Department  should  open  the  general  question  of  the  government's  proper  role  in 
science  and  technology. 

Dismantling  Commerce 

Before  considering  technology  programs  I  want  to  endorse  a  policy  of  dismantling 
the  Commerce  Department  piece  by  piece.  It  would  be  legislative  slight-of-hand  to 
retain  most  of  the  Commerce  Department's  activities  and  functions  by  transferring 
them  piecemeal  to  other  departments,  perhaps  cutting  back  on  some  overhead  and 
a  few  of  the  more  clearly  expendable  offices.  I  note  that  starting  around  1986  the 
Mexican  government  claimed  to  be  following  a  policy  of  privatization  while  in  many 
cases  only  reorganizing  bureaus  and  changing  the  titles  on  the  office  doors.  Those 
of  us  who  followed  events  in  that  country  saw  through  this  sham.  While  Mexico 
went  on  to  pursue  genuine  privatization,  the  sort  of  tricks  they  occasionally  played 
are  well  known  and  we  will  be  watching  for  them  as  Congress  considers  genuine 
downsizing  of  government. 

Consider  some  examples  of  genuine  Commerce  Department  dismantlement  would 
include: 

•  Abolish  the  U.S.  Travel  and  Tourism  Office,  eliminate  its  functions,  and  dismiss 
its  personnel  or  allow  them  to  take  other  already  open  positions  for  which  they 
are  qualified  in  other  departments.  Every  major  hotel,  amusement  park,  airline 
and  State  government  in  the  country  floods  the  world  with  information  about 
the  advantages  of  visiting  America.  This  is  not  the  Federal  Government's  busi- 
ness in  any  case; 

•  Abolish  the  Economic  Development  Administration,  eliminate  its  functions,  and 
dismiss  its  personnel  or  allow  them  to  take  other  already  open  positions  for 
which  they  are  qualified  in  other  departments.  This  1965  Great  Society  program 
simply  redistributes  taxpayers'  dollars  to  various  parts  of  the  country  in  waste- 
ful public  works  and  other  projects; 

•  Abolish  the  Minority  Business  Development  Agency,  eliminate  its  functions  and 
dismiss  its  personnel  or  allow  them  to  take  other  already  open  positions  for 
which  they  are  qualified  in  other  departments.  This  agency  contributes  little 
help  to  minority  businesses.  In  any  case,  the  government  should  not  engage  in 
race-based  discrimination.  The  best  way  to  help  small  enterprises,  minority  or 
otherwise,  is  to  keep  taxes  low  and  regulations  minimal. 

•  Eliminate  Commerce  Department  export  promotion  functions.  This  is  a  form  of 
corporate  pork  that  we  can  do  without. 

Commerce  and  Technology  Policy 

Turning  now  to  technology  policy,  the  Clinton  administration  originally  sought 
$491  million  for  fiscal  year  1996,  up  from  the  $431  million  in  projected  expenditures 
for  fiscal  year  1995.  Further,  the  administration  sought  $147  million  for  the  Manu- 
facturing Extension  Partnership  (MEP)  for  fiscal  year  1996,  up  from  some  $91  mil- 
lion in  the  current  fiscal  year.  The  House  proposes  to  zero  out  these  programs. 

These  expenditures  are  examples  of  unneeded  corporate  welfare,  wasted  in  a  mar- 
ket that  already  produces  world-class  technology.  It  is  of  such  expenditures  that 
budget  deficits  measured  in  the  hundreds  of  billions  of  dollars  are  made. 

I  suggest  that  the  correct  level  of  expenditure  for  these  programs  is  zero.  I  frame 
the  discussion  and  offer  reasons  as  follows: 

1.  Generally,  the  federal  government  should  only  expend  taxpayers'  funds  to  pro- 
tect directly  life,  liberty,  property  and  the  Republic,  with  the  burden  of  proof  for 
other  expenditures  place  on  those  seeking  funds  or  intervention. 

By  this  standard  there  is  a  prima  facia  Federal  Government  role  to  perform  a  cen- 
sus function,  since  this  power  is  granted  it  by  the  Constitution,  and  is  necessary 
to  determine  voting  eligibility.  Similarly,  the  Federal  Government  has  a  Constitu- 
tional role  in  the  protection  of  intellectual  property  by  granting  patents.  Thus  these 
two  Commerce  Department  functions  should  be  retained  in  some  form,  though  pref- 
erably in  other  agencies.  Other  Commerce  functions  and  expenditures  do  not  prima 
facia  meet  these  criteria. 

2.  Commerce  handouts  are  justified  by  the  fallacy  of  focusing  on  the  recipients. 
Bureaucrats  handing  out  other  people's  money  often  justify  their  programs  based 

on  two  facts:  First,  that  the  recipients  of  the  funds  approve  of  the  handouts;  and 
second,  that  the  recipients  spend  that  money  on  something  of  which  most  people  ap- 
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prove.  And  I  suspect  much  of  the  testimony  that  you  will  hear  in  favor  of  the  ATP 
and  MEP  will  be  based  on — I  would  say  bogged  down  in — these  two  facts. 

But  these  facts  are  true  almost  by  definition  for  every  Federal  Government  hand- 
out. Most  individuals  receiving  free  goods  are  pleased  to  have  them  and  would  like 
the  handouts  to  continue.  If  one  dropped  money  from  a  plane  over  Washington  and 
traced  each  dollar,  one  would  find  first  that  everyone  picking  up  the  money  was 
happy  to  have  it,  and,  second,  that  most  individuals  spend  the  money  in  ways  we 
approve,  for  example,  to  purchase  food  or  shoes,  or  to  invest  in  a  small  business. 
But  this  would  not  be  good  public  policy.  And  third,  the  government  would  take 
credit  for  the  prosperity  of  any  individuals  who  picked  up  a  few  dollars,  ignoring 
the  fact  that  in  nearly  all  cases,  individuals,  like  businesses,  prosper  through  their 
own  efforts,  not  through  transfers  of  wealth. 

If  these  are  the  only  arguments  in  favor  of  a  particular  government  expenditure, 
including  the  ATP  and  MEP,  they  are  not  sufficient. 

3.  The  market  works  well  without  government  handouts. 

The  private  sector  is  the  principal  engine  of  this  country's  multi-trillion  dollar 
economy,  not  government  handouts.  In  the  area  of  advanced  commercial  tech- 
nologies, that  is,  the  high-tech  revolution  of  the  past  15  years,  the  private  sector 
already  does  a  world-class  job  in  developing  new  products  and  technologies.  Thus, 
ATP  is  unnecessary. 

The  way  a  market  system — as  opposed  to  a  corporatist  or  socialist  system — works 
is  that  if  there  is  a  prospect  for  a  profit,  entrepreneurs  will  risk  investing  in  order 
to  reap  profits.  For  example,  the  cost  of  bringing  a  new  pharmaceutical  product  to 
market  is  now  on  average  $390  million.  Yet  drug  companies  make  such  investments. 
If  there  is  a  profit  to  be  made,  entrepreneurs  will  act  with  or  without  government 
handouts. 

4.  Bureaucrats  have  no  special  talent  for  picking  winners  and  losers. 

Federal  bureaucrats  have  no  unique  abilities,  better  than  those  of  private  inves- 
tors and  entrepreneurs,  to  pick  winning  companies  and  technologies.  It  is  not  by  vir- 
tue of  their  keen  abilities  to  spot  future  market  needs  or  their  creative  talents  for 
inventing  new  products  or  services  that  bureaucrats  acquire  power  to  disburse  in- 
vestment funds.  It  is  by  virtue  of  their  ability  to  function  well  in  a  rule-bound  orga- 
nization that  is  insulated  from  market  forces,  or  their  ability  to  secure  a  political  ^ 
appointment.  If  anything,  one  should  suspect  that  the  capacities  that  make  for  suc- 
cessful bureaucrats  and  politicians  would  make  dull,  incompetent  entrepreneurs. 

To  put  it  bluntly,  if  bureaucrats  and  political  appointees  did  have  special  abilities 
to  pick  winners  and  losers,  they  would  become  entrepreneurs  or  would  work  for  en- 
trepreneurs, and  actually  produce  the  new  products  for  which  they  claim  consumers 
clamor.  They  would  put  their  own  money,  not  taxpayers',  and  their  creativity  and 
energy,  where  their  mouths  are. 

It  is  important  to  note  that  bureaucrats  tend  not  to  discover  the  Steve  Jobs  and 
the  Bill  Gates  of  the  world. 

5.  The  government's  record  of  success  in  subsidizing  enterprises  is  abysmal. 
Here  are  offered  but  a  few  example  of  this  history. 

•  In  the  1970s  Department  of  Commerce,  which  oversees  ATP  and  MEP,  issued 
$1.23  billion  in  loans  and  loan  guarantees  through  various  programs.  Not  even 
half  were  paid  back.  The  American  taxpayers  lost  over  $650  million.  And  those 
loans  still  carried  on  the  books  are  of  questionable  value.  For  example,  the  Eco- 
nomic Development  Administration  at  Commerce,  which  lent  $471  million  in 
the  1970s  but  has  recovered  only  $60  million  to  date,  recently  sought  congres- 
sional approval  to  sell  off  some  of  its  bad  loans  for  less  than  ten  cents  on  the 
dollar. 

•  On  the  more  focused  issue  of  advanced  technology,  recall  that  the  Supersonic 
Transport  (SST)  plane  in  the  1960s  was  considered  a  "crucial"  commercial  tech- 
nology and  gobbled  up  $920  million  in  taxpayer  dollars.  The  result:  Congress 
mercifully  put  the  project  out  of  its  misery  in  1973.  The  benefit  to  the  public: 
None.  By  contrast,  the  governments  of  France  and  Britain  continued  to  fund 
their  SST.  Now  they  operate  a  few  of  these  planes  at  a  huge  loss  and  have  not 
even  come  close  to  covering  the  costs  of  development. 

•  High  Definition  Television  (HDTV)  is  one  of  the  clearest  failures  of  the  govern- 
ment's targeted  handouts.  Japanese  businesses,  with  subsidies  that  totaled  $1 
billion  from  their  government,  in  the  late  1980s  sought  to  develop  HDTV  using 
existing  analog  technology.  Thomson  Consumer  Electronics  of  France,  a  subsidi- 
ary of  that  country's  state-owned  Thomson  S.A.,  received  around  $1  billion  to 
develop  a  similar  system.  American  firms  sought,  but  were  denied  by  the  Bush 
administration,  $1.2  billion  in  subsidies  to  compete  with  these  foreign  rivals. 
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The  U.S.  Government  in  the  end  probably  spent  $200  miUion  for  miscellaneous 
research  and  feasibility  studies.  As  a  result  of  being  denied  massive  subsidies, 
American  companies  were  forced  to  develop  an  even  better,  more  efficient  form 
of  HDTV. 

•  Zenith  and  American  Telephone  and  Telegraph  invented  a  fully  digital  system 
that  made  the  analog  Japanese  and  European  systems  obsolete  before  they  even 
went  into  production.  Japan  has  announced  that  it  will  abandon  its  system,  los- 
ing its  $1  billion  in  government  funds  and  private  investment,  and  adopt  the 
American  system.  The  French  firm  also  lost  over  $1  billion.  If  the  Bush  admin- 
istration had  listened  to  those  seeking  subsidies,  all  countries  would  be  working 
with  inferior  technologies,  and  American  firms  would  be  just  a  few  among  the 
many  mediocre. 

6.  The  ATP  is  indeed  a  high-tech  version  of  the  Small  Business  Administration 
(SBA):  wasteful  and  counterproductive. 

The  ATP  has  been  called  a  high-tech  version  of  the  SBA.  This  is  a  good  analogy 
because  SBA  has  an  abysmal  record,  with  a  default  rate  of  around  20  percent.  Some 
99.8  percent  of  American  small  businesses  do  not  receive  SBA  assistance.  As  long 
ago  as  1963  Life  magazine  described  SBA  as  "an  almost  brand-new  device  for  soak- 
ing up  money  and  getting  rid  of  it." 

7.  The  proposed  ATP  expenditures  are  the  kind  of  corporate  welfare  against  which 
the  Clinton  administration  inveighs. 

Even  when  an  investment  does  promise  to  pay  off  and  there  are  willing  private 
investors,  businesses  often  are  still  willing  to  defray  expenses  by  accepting  handouts 
taken  from  taxpayers;  and  the  Federal  Government  is  willing  to  transfer  such  funds 
so  that  politicos  can  curry  favor  with  recipients  and  claim  to  be  friends  of  business. 
Labor  Secretary  Robert  Reich  correctly  denounces  such  handouts  as  corporate  wel- 
fare. Yet  the  Clinton  administration  still  wishes  to  hand  out  such  welfare  through 
ATP.  Among  the  1994  recipients  of  corporate  welfare: 

•  3M-3M  Center  received  $6.1  million  over  5  years  to  develop  film  technologies 
to  replace  aircraft  paint; 

•  BP  Chemicals  received  $5.2  million  over  4  years  to  develop  dual-purpose  ce- 
ramic membranes; 

•  Caterpillar  Inc.  received  $3  million  over  3  years  to  develop  engineered  surfaces 
for  rolling  and  sliding  contacts; 

•  Texas  Instruments  received  $2.2  million  over  28  months  for  a  single-chip  re- 
ceiver front-end  with  integrated  filters,  and  $2  million  over  3  years  for  ultra- 
low  k  dielectric  materials  for  high-performance  interconnects; 

•  DuPont  Fibers  received  $9.6  million  over  5  years  for  thermoplastic  composites 
for  structural  applications; 

•  IBM  received  $1.9  million  over  3  years  for  a  framework  for  enhancing  computer- 
integrated  manufacturing; 

•  Xerox  Corporation  received  $  1.  8  million  over  3  years  for  reusable  performance- 
critical  software  components. 

These  are  hardly  new,  poverty-stricken,  desperately  struggling  businesses  that 
cannot  fend  for  themselves  without  corporate  welfare. 

8.  The  funding  decisions  for  these  handouts  are  often  based  on  political  concerns. 
The  list  above  of  large  corporations  receiving  funds  is  enough  to  suggest  that  po- 
litical influence  plays  a  part  in  distributing  largess. 

Here  I  wish  to  call  attention  to  the  National  Aeronautics  and  Space  Administra- 
tion (NASA),  not  only  as  a  wasteful  agency,  and  one  that  is  an  obstacle  to  space 
enterprise,  but  also  as  a  highly  politicized  agency. 

In  the  early  1970s,  as  NASA  saw  Moon  landings  curtailed  and  Moon  bases  ruled 
out,  it  sought  to  preserve  big  budgets  and  staffs.  Its  new  big-ticket  project,  the 
Space  Shuttle,  was  sold  to  policymakers  as  a  reusable  and  thus  cheaper  way  to  put 
payloads  in  orbit  than  expendable  launch  vehicles.  It  turned  out  to  be  more  expen- 
sive than  expendable  launch  vehicles.  But  many  of  the  large  contractors  lobbied 
hard  for  the  project. 

As  NASA  developed  and  flew  early  Shuttle  missions,  it  had  to  fend  off  private 
competitors.  In  the  late  1970s  and  early  1980s  federal  agencies  were  forbidden  to 
contract  with  the  infant  private  launch  industry  to  put  government  payloads  in 
orbit. 

In  the  early  1980s,  as  the  Shuttle  was  seen  as  a  costly  white  elephant,  NASA 
needed  a  mission  to  justify  the  Shuttle's  continued  existence.  Aside  from  any  com- 
mercial or  scientific  benefits,  an  orbiting  space  station  seemed  to  serve  this  purpose. 
Again,  large  contractors  led  the  lobbying  for  this  project.  Most  space  scientists  see 
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the  station  as  wasteful.  A  special  Presidential  Advisory  Commission,  chaired  by 
Martin  Marietta  Corporation  CEO  Norman  Augustine,  in  1991  stated  that  "We  do 
not  believe  that  the  space  station  .  .  .  can  be  justified  solely  on  the  basis  of  the 
(non-biological)  science  it  can  perform,  much  of  which  can  be  conducted  on  Earth 
or  by  unmanned  robots." 

9.  Some  businessmen  do  realize  that  corporate  welfare  in  the  end  only  harms 
them  and  the  economy. 

On  March  25,  1993  Dr.  T.J.  Rodgers,  President  and  CEO  of  Cypress  Semiconduc- 
tor Corp.  testified  before  the  House  Committee  on  Science,  Space  and  Technology, 
Subcommittee  on  Technology,  Environment  and  Aviation  on  government  subsidies 
for  high-tech  innovations.  After  showing  several  of  his  company's  products,  Rodgers 
observed  that  "we  would  benefit  greatly  if  billions  of  taxpayer  dollars  were  showered 
on  the  various  technology  projects  favored  by  the  Clinton  administration."  He  then 
made  his  main  point: 

But  I  am  here  to  say  that  such  subsidies  will  hurt  my  company  and  our 
industry.  Why?  Because  they  represent  tax-and-spend  economics — a  brand 
of  economics  that  is  a  known  failure.  I  do  not  want  handouts.  The  men  and 
women  of  our  company  do  not  want  handouts.  And  if  Congress  wants  to 
help  American  high  technology,  handouts  are  the  wrong  way  to  go. 

This  is  the  attitude  that  businesses  and  Congress  should  take  towards  technology 
policy.  I  call  your  attention  to  this  testimony. 

10.  The  U.S.  Constitution  does  not  allow  for  government  subsidies  of  private  com- 
mercial endeavors. 

I  realize  that  to  bring  up  the  U.S.  Constitution  in  the  U.S.  Congress  is  a  bit  of 
an  anachronism.  But  I  believe  that  if  we  are  to  reestablish  a  republic  of  limited  gov- 
ernment in  this  country,  we  must  refer  to  the  law  upon  which  it  was  and  should 
be  based. 

Article  I,  section  8,  [3)  of  the  Constitution  gives  Congress  the  power  "To  regulate 
Commerce  .  .  .  among  the  several  States.  .  .  ."  This  was  meant  to  allow  the  Fed- 
eral Government  to  remove  trade  barriers  between  States.  In  this  century  the  Fed- 
eral Crovernment  has  used — I  should  say  misused — this  power  to  regulate  the  way 
entrepreneurs  actually  run  their  enterprises.  But  it  is  an  unreasonable  stretch  to 
maintain  that  this  paragraph  implies  that  the  government  regulates  by  passing  out 
taxpayer  dollars  to  favorite  industries. 

Article  I,  section  8,  gives  Congress  the  power  "To  promote  the  Progress  of  Science 
and  useful  Arts,  by  securing  for  limited  Times  to  Authors  and  Inventors  the  exclu- 
sive Right  to  their  respective  Writings  and  Discoveries."  This  quite  clearly  refers  to 
protection  of  intellectual  property  rights,  not  to  passing  out  checks  to  favored  indus- 
tries. 

Summary 

The  bottom  line  is  that  Commerce  Department  handouts  to  businesses  through 
the  ATP  are  not  needed.  The  kind  of  government-business  partnerships  promoted 
by  the  MEP  have  some  unique  problems  of  their  own  but,  on  the  whole,  the  above 
criticisms  apply  to  these  as  well. 

The  United  States  and,  for  that  matter,  all  Western  industrialized  democracies 
are  struggling  to  overcome  the  economically  debilitating  effects  of  their  corporatist, 
government-dominated  regimes.  Rearranging  the  deck  chairs  on  the  sinking  ship  is 
not  enough.  The  Federal  Government  must  shed  entire  functions  and  agencies.  The 
Commerce  Department  is  a  good  place  to  start. 

Chairman  ROTH.  Are  you  at  all  concerned,  however,  from  the 
standpoint  of  international  negotiations,  that  we  should  have  a  bet- 
ter and  stronger  agency  to  handle? 

Mr.  HUDGINS.  The  negotiations  for  the  various  free  trade  areas, 
the  one  with  Israel,  the  one  with  Canada,  of  course  the  one  with 
Mexico,  and  I  would  add  the  various  GATT  rounds,  frankly  the 
U.S.  Trade  Representative's  Office  could  probably  have  used  some 
more  assistance.  I  was  working  at  the  Heritage  Foundation  at  the 
time,  I  worked  a  lot  with  Clayton  Yeutter,  I  worked  a  lot  with  the 
Brock  people  and  so  forth  on  those  free  trade  areas.  One  of  the 
things  I  saw  is  that  they  probably  could  have  used  a  lot  more  sup- 
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port,  just  sort  of  support  staff-type  functions  in  order  to  do  their 
work  better. 

Of  course,  they  had  problems  coordinating  with  the  Commerce 
Department  in  these  areas,  so  I  do  think  that  negotiating  free 
trade  area  is  a  legitimate  Government  function  and  therefore,  if 
any  agency  in  Government  should  have  the  proper  assistance,  that 
would  be  one  of  them. 

Chairman  RoTH.  Mr.  Huard,  you  heard  Mr.  Hudgins  talk  about, 
I  guess,  corporate  welfare? 

Mr.  Hudgins.  That  would  be  the  word,  yes,  sir. 

Chairman  RoTH.  Do  you  agree  that  those  aspects  of  the  Depart- 
ment of  Commerce  could  be  ended,  terminated? 

Mr.  HUARD.  No,  we  would  not  support  wholesale  termination  of 
the  technology  programs  in  the  Department  of  Commerce.  I  think, 
obviously  one  of  the  reasons  things  like  that  are  being  considered, 
is  the  overriding  desire  which  we  strongly  support  to  reach  a  bal- 
anced Federal  budget  and  to  reduce  the  size  of  Government.  But 
I  think  you  have  to  take  a  thoughtful  approach. 

I  think  there  is  a  wide  variety  of  technology  programs.  Some  of 
them  probably  ought  to  be  considered  for  termination.  I  think  the 
ones  that  have  been  around  the  longest  probably  could  be  the  first 
ones  to  go,  rather  than  what  seems  to  be  the  last  in-first  out  ap- 
proach being  taken  by  some  of  the  appropriators.  Certainly,  the  en- 
tire structure  of  Federal  laboratories  which  was  set  up  in  a  cold 
war  context,  probably  could  be  re-examined  and  significant  consoli- 
dation and  savings  in  the  Federal  lab  structure  could  be  achieved. 

Chairman  ROTH.  Which  laboratories  are  those? 

Mr.  HuARD.  I  will  send  you 

Chairman  RoTH.  I  did  not  hear  you.  Would  you  repeat  that? 

Mr.  HuARD.  There  is  a  large  structure  of  Federal  laboratories — 
I  mean  literally  I  think  hundreds  and  if  not  hundreds,  then  doz- 
ens— which  cost  a  fair  amount  of  money  and  which,  in  many  cases, 
were  set  up  in  a  cold  war  context  and  which  now  may  well  have 
outlived  their  usefulness  and  could  be  either  shut  down  or  consoli- 
dated. 

So  we  think  that  there  is  an  opportunity  for  significant  savings 
in  the  technology  programs  administered  by  and  through  the  Com- 
merce Department.  We  do  not  think  they  just  ought  to  be  shut 
down  in  a  wholesale  fashion.  We  think  that  is  probably  pennywise 
and  pound-foolish. 

Mr.  Hudgins.  I  would  counter  by  saying  the  question  should  be 
why  is  this  such  a  crucial  national  issue  that  we  need  to  pass  out 
Government  funds?  I  would  go  on  the  assumption  that  private  in- 
dustry, in  the  give  and  take  of  raising  money,  of  investing,  of  some- 
times winning  and  sometimes  losing,  should  do  these  kinds  of 
things  and  make  these  kinds  of  investments.  That  the  assumption 
should  be  the  Government  should  not  be  involved. 

If  there  is  a  Government  role,  the  case  has  to  be  made  in  each 
particular  case  of  why  this  is  so  crucial,  for  example  for  defense 
purposes  or  something  like  that,  that  the  private  sector  would  not 
do  it,  and  therefore  the  Government  needs  to  step  in.  And  I  point 
out  that  in  most  of  these  areas,  if  it  is  something  that  is  truly  im- 
portant, a  capitalist  will  get  in  there  and  put  the  money  up. 
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If  you  look  at  pharmaceuticals,  it  takes  on  average  $390  million 
to  bring  a  new  product  to  market,  and  it  takes  about  10  years  on 
average.  That  indicates  that  industry  is  willing  to  put  up  a  lot  of 
money  and  wait  a  long  period  of  time  for  a  chance  at  profits  down 
the  road. 

And  so  I  again  would  ask  why  is  something  of  such  national  im- 
portance that  we  have  to  give  a  Federal  subsidy  to  some  particular 
sector  or  enterprise?  I  think  the  case  has  to  be  made  by  each  sector 
and  by  each  company. 

Chairman  ROTH.  Let  me  move  on  to  another  area.  Mr.  Huard, 
some  have  recalled  for  retaining  commerce  trade  functions  at  a  cab- 
inet level  without  merging  them  with  those  of  the  USTR.  In  this 
era  of  smaller  and  better  Government,  how  problematic  would  it  be 
for  having  two  cabinet  voices  for  just  trade?  Is  that  not  a  recipe  for 
serious  turf  battles  over  trade  leadership  and  authority? 

Mr.  Huard.  You  could  look  at  it  two  ways.  We  are,  at  least  not 
at  this  stage,  of  one  view  on  this.  We  would  not  come  down  hard 
and  fast  on  either  approach.  One  view  is  that  from  a  purely  admin- 
istrative standpoint,  it  does  not  necessarily  make  much  sense  to 
have  two  cabinet  level  trade  officials.  The  other,  of  course,  has 
more  to  do  with,  if  you  will,  the  psychology  of  trade.  One  could 
make  the  argument,  which  has  some  plausibility,  that  the  com- 
merce related  trade  functions  are  sort  of  the  good  cop,  the  nice 
guys,  the  people  that  want  to  help.  The  USTR  are  sort  of  the  hard- 
bitten, tough  negotiators.  And  it  may  be  difficult  for  the  same  cabi- 
net level  official  to  do  both  of  those  at  the  same  time. 

On  the  other  hand,  I  am  not  persuaded  that  that  is  a  bullet-proof 
argument.  Maybe  you  can  walk  and  chew  gum.  Maybe  you  can 
combine  them  in  a  single  cabinet  level  official.  It  may  take  some 
ingenuity  and  some  fairly  clever  structuring.  We  would  not  be  pre- 
pared to  say  either  way  that  one  is  preferable  over  the  other.  They 
are  obviously  both  options  that  ought  to  be  looked  into.  And  again, 
one  of  them  is  more  a  psychological  thing,  in  terms  of  combining 
both  the  export  assistance  and  the  trade  negotiations  in  the  same 
cabinet  level  official. 

Clearly,  from  an  administrative  standpoint,  it  would  make  no 
sense.  If  you  just  looked  at  it  on  the  basis  of  efficiency  and  organi- 
zation charts,  why  have  two? 

Chairman  Roth.  Mr.  Hudgins? 

Mr.  Hudgins.  Perhaps  the  way  to  look  at  it  is  this.  In  a  sense, 
we  have  three  trade  functions.  The  first  function  is  to  expand 
trade,  to  create  free  trade  areas,  and  so  forth.  The  U.S.  Trade  Rep- 
resentative's Office  is  the  point  agency  on  that. 

The  second  function  is  to  restrict  trade,  frankly,  to  administer 
import  controls,  tariff's,  to  enforce  the  anti-dumping  laws,  which  I 
consider  to  be  very  bad  laws.  That  function,  of  course,  is  in  large 
part  performed  in  the  Commerce  Department,  certainly  in  terms  of 
a  lot  of  the  Section  201  cases.  Of  course,  that  attracts  the  interest 
groups  that  bring  about  the  cases  that  we  had  with  steel  some 
years  ago  and  others. 

The  third  function,  of  course,  is  export  promotion  which  I  tend 
to  not  favor  Government  funds  going  to  export  promotion.  I  prefer 
going  to  the  trade  expansion  route. 


164 

Now  if  you  are  going  to  consolidate  an  agency,  I  think  you  have 
to  be  very  careful  that  the  functions  do  not  get  mixed  up  too  much. 
You  do  not  want  your  U.S.  Trade  Representative,  who  is  supposed 
to  be  expanding  trade,  sitting  down  with  other  countries  and  say- 
ing now  we  want  to  make  sure  that  your  inexpensive  products  do 
not  get  into  our  market  too  much,  because  I  have  got  some  interest 
groups  back  there  that  think  this  is  unfair.  Never  mind  that  it  just 
happens  that  their  cost  of  production  is  cheaper  and  so  forth. 

So  I  am  very  worried  about  a  restructuring  that  does  not  deal 
with  the  possibility  of  mixing  function  so  that  a  U.S.  Trade  Rep- 
resentative is  negotiating  only  for  free  trade  and  not  get  the  inter- 
est groups  mixed  up  in  that.  So  I  would  just  say,  in  terms  of  guide- 
lines, those  are  the  three  points. 

Chairman  ROTH.  I  will  just  ask  one  more  question,  the  hour  is 
growing  late,  but  then  we  will  have  a  number  of  questions  that  we 
would  like  to  submit  to  you. 

As  you  have  heard  many  times,  the  private  sector,  of  course,  has 
been  very  successful  in  slimming  down  and  reducing  their  bureauc- 
racies and,  in  the  process  of  doing  so,  becoming  more  competitive. 
It  is  a  lot  easier  to  do  it  in  the  private  sector,  obviously,  than  it 
is  in  the  Government. 

But  I  wonder  if  you  have  any  suggestions  as  to  what  can  be  done. 
We  are  told,  for  example,  in  Commerce  that  there  are  many  levels 
of  bureaucracy  which  was  typical  of  the  old  industrial  age,  and  per- 
haps it  served  the  purpose  well  in  those  days.  But  in  any  event, 
it  seems  unnecessary  today  with  modern  technology. 

Do  you  have  any  suggestions,  either  in  respect  to  Commerce  or 
Government  generally,  as  to  how  we  can  bring  about  a  slimmer, 
more  efficient  form  of  Government?  How  do  we  better  utilize  mod- 
ern technology  than  certainly  has  been  the  case  to  date? 

Mr.  HUARD.  I  certainly  think  that  there  is  a  vast  potential  for  ap- 
plying modern  management  and  modern  work  force  techniques  in 
the  Federal  Government.  Certainly  when  I  listened  to  Dr. 
Wiedenbaum's  list  of  assistant  secretaries,  under  secretaries,  dep- 
uty secretaries  and  associate  deputy  under  secretaries,  I  mean,  I 
was  struck  by  the  level  of  hierarchy.  I  was  once  a  Government  em- 
ployee and  I  know  how  many  initials  I  had  to  accumulate  on  the 
bottom  of  my  memos  before  they  ever  got  up  to  the  point  where  the 
commission  I  worked  for  read  them  and  made  a  decision. 

So  I  think  again,  and  this  is  separate  from  issues  like  retaining 
trade  and  export  related  functions  in  one,  this  is  just  management 
techniques,  empowerment  of  employees.  It  seems  to  me  that  many 
of  the  techniques  that  have  worked  so  well  in  the  private  sector, 
and  which  the  private  sector  has  had  to  implement  to  survive  over 
the  last  10  to  15  years,  could  indeed  be  applied  to  the  Federal  Gov- 
ernment and  should  be. 

Chairman  Roth.  Mr.  Hudgins? 

Mr.  Hudgins.  Three  quick  points.  First  of  all,  zero  out,  eliminate 
completely  offices  that  are  either  not  a  legitimate  Government 
function  or  do  not  belong  in  a  particular  department.  Do  not  simply 
downsize,  eliminate  the  tourism  office.  It  has  no  business  being  in 
the  Government. 

Number  two,  I  appreciate  the  chart  that  I  believe  you  have  over 
there,  that  is  not  up  at  the  moment,  indicating  the  duplication  of 
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Government  functions.  In  most  agencies  I  have  looked  at,  you  find 
that  each  one  has  some  kind  of  a  social  services  sector  or  a  social 
service  office.  You  find  that  the  Small  Business  Administration  has 
a  tree-planting  program.  If  you  go  through  the  Government  agen- 
cies, you  find  this  incredible  duplication  where  each  agency  is  try- 
ing to  show  that  they  are  sort  of  a  maximum  provider  of  services 
for  their  constituents. 

And  of  course,  this  indicates  that  we  should  go  through  and  say 
what  is  the  core  function  of  the  agency?  And  then  if  it  does  not  in- 
volve the  core  function  of  the  agency,  get  rid  of  it. 

The  third  thing  I  would  suggest  is  there  is  an  important  prin- 
ciple to  understand,  that  there  is  a  fundamental  difference  between 
business  and  Government.  In  Government  we  have  rules  and  regu- 
lations because  we  cannot  allow  bureaucrats  to  become  too  arbi- 
trary. I  mean,  this  is  the  virtue  of  a  bureaucracy,  is  they  have  rules 
and  regulations  and  they  cannot  pick  me  because  they  like  me  and 
discriminate  against  someone  else  because  they  do  not  like  some- 
one else. 

The  more  you  give  a  Government  flexibility  in  order  to  move  in 
a  market  direction,  the  more  arbitrary  they  become.  I  think  we 
have  to  accept  that  is  the  nature  of  Government.  We  try  to  make 
it  more  efficient.  There  are  many  things  that  can  be  done,  but  un- 
derstand the  Government  will  never  duplicate  the  efficiencies  of 
the  private  sector.  A  private  CEO  can  fire  half  of  his  staff  in  a 
minute  if  he  wants  to,  and  it  will  either  make  his  business  better 
or  worse. 

We  cannot  do  that  in  the  Federal  Government.  We  should  not  do 
that  in  the  Federal  Government.  And  therefore,  be  careful  not  to 
use  the  business  model,  because  Government  is  fundamentally  dif- 
ferent. That  is  why,  I  believe,  certain  functions  that  do  not  belong 
in  Government  should  be  left  to  the  private  sector  all  together  and 
not  brought  into  the  Government. 

Chairman  ROTH.  We  still  have  the  question  of  how  do  we  use 
modern  technology? 

Mr.  HUDGINS.  How  do  you  use  modern  technology?  That  would 
really  be  a  kind  of  a  department  by  department  process.  I  can 
imagine  some  departments  already,  and  some  agencies  already  use 
it.  Others  I  have  seen  are  quite  primitive.  I  mean,  the  Patent  Of- 
fice, as  far  as  I  know,  still  have  a  lot  of  those  drawers  that  you  sim- 
ply pull  out  and  you  have  everjrthing  and  it  would  look  like  the 
turn  of  the  century,  where  they  pull  out  the  nice  little  files  and  ev- 
erything. It  is  not  computerized.  That  is  just  one  example  of  where 
the  Patent  Office  could  use  a  high-tech  boost,  you  might  say. 

And  by  the  way,  because  intellectual  property  is  so  important,  it 
is  obviously  a  key  point  to  make  that  part  work  properly. 

And  by  the  way,  I  will  add  that,  for  example,  in  the  case  of  the 
Food  and  Drug  Administration,  efficacy  tests  are  just  the  kind  of 
thing  that  be  done  perfectly  well  by  private  laboratories  and  should 
not  be  the  Government's  business.  So  as  we  look  at  the  Food  and 
Drug  Administration  as  an  example,  they  are  asking  for  more  staff, 
a  nice  facility  out  in  Maryland,  perhaps  more  technology  so  that 
they  can  get  pharmaceutical  products  to  the  market  quicker. 

I  would  say  that  is  the  kind  of  function,  you  can  see  they  are 
moving  in  a  market  direction,  let  us  let  the  market  do  it  then. 
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Chairman  ROTH.  You  mentioned  the  importance  of  intellectual 
rights  and  patents.  Mr.  Prestowitz  made  the  interesting  suggestion 
that  patents  and  copyrights  should  be  part  of  trade  because  of  the 
importance  of  intellectual  rights  and  international  dealing.  Do  ei- 
ther one  of  you  gentleman  have  any  comments  on  that? 

Mr.  HUDGINS.  I  would  have  to  look  at  it.  I  do  not  want  it  to  be- 
come too  politicized.  I  very  strongly  support  the  protection  of  intel- 
lectual property  rights,  not  only  against  fraud  in  this  country  but 
theft  by  foreign  governments.  It  certainly  is  part  of  any  negotiation 
or  discussion,  but  I  would  have  to  take  a  look  in  more  detail  at  that 
one. 

Chairman  ROTH.  Thank  you  gentleman  very  much.  I  appreciate 
your  being  here  today. 

At  this  time,  I  would  like  to  call  forward  Dr.  Knauss,  who  is  dean 
of  the  Graduate  School  of  Oceanography,  University  of  Rhode  Is- 
land; Dr.  Comarow  of  the  American  University;  Mr.  Jeffrey  Smith, 
executive  director,  Commercial  Weather  Services  Association;  and 
Mr.  Bryan  Norcross,  chief  meteorologist,  WTVJ-NBC,  Miami,  Flor- 
ida. 

Gentlemen,  it  is  a  pleasure  to  welcome  you  at  this  late  hour.  I 
guess  better  late  than  never.  The  one  thing  we  know  about  the 
Senate,  you  never  can  be  certain  what  will  happen  next. 

Dr.  Knauss,  we  would  start  with  you.  To  the  extent  you  can,  I 
would  ask  that  you  try  to  keep  your  remarks  to  five  minutes. 

TESTIMONY  OF  JOHN  KNAUSS,  DEAN,  GRADUATE  SCHOOL  OF 
OCEANOGRAPHY,  UNIVERSITY  OF  RHODE  ISLAND 

Mr.  Knauss.  I  certainly  will  try.  I  think  I  can  do  that,  Mr.  Chair- 
man. 

As  my  prepared  statement  notes,  I  was  Under  Secretary  of  Com- 
merce for  Oceans  and  Atmosphere  and  administrator  of  NOAA  in 
the  Bush  administration.  I  served  most  of  my  career  as  a  univer- 
sity professor,  administrator,  and  scientist. 

I  did  have  the  good  fortune  to  be  a  part  of  what  was  called  the 
Stratton  Commission  back  in  1968,  1969,  appointed  by  President 
Johnson,  where  we  as  a  group  brought  together  the  recommenda- 
tions both  to  Congress  and  to  the  President  as  to  how  to  organize 
the  oceans  and  atmospheric  functions  of  this  Government.  One  of 
our  recommendations  was  to  form  NOAA  as  an  independent  agen- 
cy. 

President  Nixon  was  the  president  by  the  time  our  recommenda- 
tions came  forward.  He  accepted  our  recommendations  for  NOAA 
but  not  for  an  independent  agency.  It  was  kind  of  a  toss-up,  as  I 
understand,  as  to  whether  NOAA  was  going  to  go  to  Interior  or 
Commerce,  and  it  ended  up  in  Commerce. 

Mr.  Chairman,  in  some  sense,  having  heard  your  opening  re- 
marks and  that  of  Senator  Stevens  and  Senator  Glenn,  I  think  I 
am  preaching  to  the  choir  in  the  sense  when  I  tell  you  the  only 
statement  I  really  have  to  make  is  that  I  am  not  here  to  talk  about 
the  pros  and  cons  of  abolishing  the  Department  of  Commerce,  but 
that  I  do  believe  that  NOAA  should  be  kept  as  a  whole.  You  can 
move  it  into  the  Department  of  the  Interior;  you  can  make  it  an 
independent  agency,  as  the  Stratton  Commission  suggested;  you 
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can  put  it  in  the  Department  of  Transportation,  which  I  under- 
stand has  been  suggested  recently. 

Congressman  Walker,  I  am  told,  is  suggesting  a  new  department 
of  science  and  technology,  and  he  wants  to  put  it  there. 

I  am  less  concerned  about  where  it  goes,  but  keep  it  together.  Do 
not  break  it  up  into  little  pieces  and  move  one  part  here  and  one 
part  there,  as  is  suggested  in  this  bill  before  us  today. 

One  of  the  reasons  why  NOAA  was  put  together  with  the  Oceans 
and  Atmosphere  was,  from  a  science  point  of  view,  these  are  inter- 
active systems.  When  I  was  administrator  of  NOAA,  I  had  an  op- 
portunity to  represent  our  Government  in  international  organiza- 
tions, such  as  the  World  Meteorological  Organization  and  Inter- 
Government  Oceanographic  Commission.  And  quite  frankly,  most 
of  my  colleagues  were  envious  of  the  U.S.  system,  whereby  these 
functions  were  together,  there  were  no  turf  battles,  if  you  will,  be- 
tween the  oceans  and  the  atmosphere. 

And  as  we  learn  more  and  more  about  how  the  ocean  and  the 
atmosphere  work,  as  we  learn  about  El  Nino,  southern  oscillations, 
this  kind  of  thing,  it  is  critical  that  we  have  an  ocean  and  atmos- 
pheric organization  that  is  together. 

Having  said  that,  I  agree  that  NOAA  should  be  scrubbed,  just  as 
every  other  Federal  agency  should  be,  and  looked  at  in  terms  of 
things  that  could  be  reduced  or  eliminated  from  it. 

I  have  gone  through  this  bill  and  I  would  like  to  make  a  couple 
of  comments  on  some  of  the  things  that  I  am  not  sure  I  under- 
stand, but  did  give  me  some  concern. 

One  is  the  reference  to  the  privatization  of  such  things  as  envi- 
ronmental data  centers  and  the  privatization  of  NOAA's  national 
research  laboratories.  If  by  privatization  one  means  that  this  is  an 
important  function  of  the  Federal  Government  but  it  can  be  done 
by  Federal  contractors  rather  than  Federal  civil  service,  that  is  one 
thing.  That  is  up  to  Congress  to  make  those  kinds  of  decisions. 

If  you  mean  by  the  privatization  of  these  extraordinary  environ- 
mental data  centers — and  it  is  a  Federal  responsibility  to  maintain 
these  largest  most  modern  data  centers  in  the  world — there  is  no 
way  you  can  make  money.  You  cannot  cover  your  costs  by  selling 
the  data.  It  is  like  trying  to  privatize  the  Library  of  Congress  or 
a  large  university  research  library.  You  can  privatize  it  in  the 
sense  that  you  can  have  non-civil  servants  running  it,  but  you  can- 
not cover  your  costs  by  charging  money  for  the  books  that  you  loan 
out,  and  this  kind  of  thing.  There  is  just  no  way  that  you  are  going 
to  make  money  on  these  data  centers. 

I  feel  somewhat  the  same  way  about  the  national  laboratories 
that  NOAA  operates.  Yes,  they  do  not  have  to  be  run  by  civil  serv- 
ants. They  can  be  run  by  contractors,  that  kind  of  thing.  But  the 
research  is  necessary.  These  are  important  national  laboratories. 

It  was  data  from  a  NOAA  laboratory,  for  example,  that  observed 
the  ozone  depletion  in  Antarctica.  It  was  the  inspired  work  of 
Susan  Solomon,  a  NOAA  scientist,  who  figured  out  why  the  ozone 
depletion  was  so  vigorous  in  the  Antarctic  region.  It  is  NOAA  sci- 
entists who  have  explained  the  increase  in  ozone  in  rural  areas,  not 
in  the  industrial  smog  areas  where  we  know  about  it,  but  why  is 
the  ozone  increasing  in  rural  areas? 
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It  is  the  NOAA  scientists  who  are  providing  the  leadership  and 
making  many  of  the  observations  for  the  El  Nino  that  is  going  to 
make  it  possible  to  forecast  variations  in  our  seasonal  weather. 
These  are  critical  laboratories,  and  I  do  not  think  they  should  be 
privatized.  I  mean,  they  can  be  privatized  but  they  are  still  a  Fed- 
eral responsibility. 

So  I  guess,  Mr.  Chairman,  my  summary  is  that — let  me  just  read 
my  last  paragraph.  If  the  decision  is  made  to  abolish  the  Depart- 
ment of  Commerce,  NOAA,  its  largest  single  component,  should  be 
transferred  in  total  to  another  department  or  agency  or  made  an 
independent  agency.  Breaking  up  NOAA  is  a  terrible  mistake.  Once 
the  decision  is  made  as  to  where  NOAA  should  go.  Congress  can 
decide  what  functions  it  wishes  to  strip  from  NOAA  and  which 
functions,  if  any,  it  wishes  to  privatize. 

This  bill,  which  breaks  up  NOAA  and  reorganizes  the  pieces, 
does  a  major  disservice  to  a  well  run,  competent  organization 
where  the  synergy  of  combining  ocean  and  atmospheric  functions 
is  well  recognized  and  envied  by  our  colleagues  in  much  of  the  de- 
veloped world. 

Thank  you,  sir. 

[The  prepared  statement  of  Mr.  Knauss  follows:] 

PREPARED  STATEMENT  OF  JOHN  A.  KNAUSS 

I  served  as  Undersecretary  of  Commerce  for  Oceans  and  Atmosphere  and  Admin- 
istrator of  NOAA  (the  National  Oceanic  and  Atmospheric  Administration)  under 
President  Bush.  Most  of  my  career  has  been  as  a  university  professor  and  adminis- 
trator, but  I  did  serve  as  a  member  of  the  Stratton  Commission  (the  Commission 
on  Marine  Science,  Engineering  and  Resources)  appointed  by  President  Johnson 
that  brought  forth  the  recommendations  that  led  to  the  formation  of  NOAA.  I  am 
presently  retired. 

The  Stratton  Commission  recommended  that  NOAA  be  an  independent  agency. 
President  Nixon,  who  came  into  office  shortly  after  our  report  was  completed,  ac- 
cepted our  concept  of  NOAA  and  what  NOAA  should  include,  but  not  our  rec- 
ommendation of  an  independent  agency.  The  final  decision  of  where  to  place  NOAA 
was  between  Commerce  and  Interior.  Commerce  won  out. 

I  do  not  see  my  role  at  this  hearing  as  to  argue  the  pros  and  cons  of  abolishing 
the  Department  of  Commerce.  What  I  do  wish  to  argue  strongly  for  is  that  if  the 
Department  of  Commerce  is  abolished,  NOAA  be  moved  as  a  whole  to  a  new  home. 
It  could  go  to  the  Department  of  Interior  as  President  Carter  and  others  once  sug- 
gested. It  could  be  an  independent  agency  as  the  Stratton  Commission  rec- 
ommended. It  could  be  combined  with  EPA  or  NASA  as  others  have  suggested  in 
the  past.  It  could  be  part  of  a  new  Department  of  Science  as  Congressman  Walker 
is  proposing.  But  do  not  break  it  up. 

I  strongly  believe  this  Nation  is  well  served  by  combining  its  ocean  and  atmos- 
pheric services  in  a  single  agency.  Many  of  my  colleagues  in  Europe  and  Asia  wish 
that  they  had  a  similar  arrangement.  Combining  ocean  and  atmospheric  observa- 
tions, research,  services  and  forecasting  in  a  single  agency  is  becoming  of  increasing 
importance  as  we  move  from  the  daily  weather  forecast  to  the  seasonal  and  longer 
range  forecasts.  You  can  ignore  the  oceans  in  making  the  weather  forecast  for  to- 
morrow. Good  oceanic  observations  are  critical  to  a  successful  seasonal  forecast.  The 
.  importance  of  the  ocean-atmosphere  interactions  was  a  key  reason  for  the  mix  of 
functions  the  Stratton  Commission  put  into  NOAA  almost  30  years  ago.  It  would 
be  tragic  to  break-up  the  ocean  and  atmosphere  functions  of  NOAA  now  that  our 
increased  understanding  of  such  atmospheric-oceanic  phenomena  as  El  Niiio  give 
promise  to  making  significantly  better  seasonal  and  yearly  climate  forecasts. 

I  believe  NOAA  could  and  should  undergo  the  same  detailed  analysis  of  function 
and  costs  as  other  agencies  are  presently  undergoing.  My  concern  is  that  in  the  ef- 
fort to  abolish  the  Department  of  Commerce  that  you  not  inadvertently  break-up 
one  of  the  better,  more  effective  agencies  of  the  Federal  Government. 

I  have  several  comments  on  NOAA  functions  that  will  be  stripped  from  it  or  sig- 
nificantly reduced  by  this  bill. 
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1.  I  am  concerned  about  the  plans  to  privatize  the  NOAA  data  centers  as  proposed 
under  211  (1)  (1).  Privatizing  these  data  archives  is  Uke  privatizing  the  Library  of 
Congress.  It  can  be  done  if  what  one  means  by  "privatization"  is  NOAA  letting  a 
contract  with  one  or  more  private  companies  to  run  the  data  centers.  But,  just  as 
the  Federal  Government  has  the  responsibility  of  supporting  the  Library  of  Con- 
gress, I  believe  it  continues  to  be  a  federal  responsibility  to  maintain  the  nations 
environmental  data  archives  which  are  the  largest,  the  most  complete  and  the  most 
modern  environmental  data  archives  in  the  world. 

If,  however,  the  implication  of  "privatization"  is  that  the  data  can  be  sold,  and 
these  data  archives  will  be  economically  self  sufficient,  the  authors  of  this  proposal 
do  not  understand  the  role  and  importance  of  this  government  function.  It  is  no 
more  possible  for  these  data  archives  to  become  economically  self  sufficient  than  for 
the  Library  of  Congress  or  a  major  university  research  library  to  pay  for  itself  by 
charging  lenders. 

2.  One  strong  implication  from  reading  this  bill  is  that  support  for  NOAA's  re- 
search function  will  be  severely  reduced.  For  example  under  211  (p)  NOAA's  Envi- 
ronmental Research  Laboratories  will  be  privatized.  If  this  means  that  NOAA  will 
no  longer  support  the  kind  of  research  done  at  these  laboratories  that  could  be  a 
disaster.  If  it  means  that  NOAA  will  continue  to  support  the  research  at  the  labora- 
tories, but  they  will  be  run  as  private  organizations,  perhaps  attached  to  local  uni- 
versities, that  is  possible,  although  it  could  be  gut  wrenching  to  a  number  of  very 
good  scientists  who  have  dedicated  their  lives  to  the  federal  service. 

It  is  important  to  remember  that  scientists  in  these  laboratories  have  contributed 
significantly  to  important  societal  research  in  recent  years.  It  was  NOAA  observa- 
tions that  first  alerted  the  world  to  the  stratospheric  ozone  hole  over  the  Antarctic, 
and  it  was  the  inspired  work  NOAA's  Susan  Solomon  that  explained  why  the  ozone 
destruction  was  so  vigorous  in  this  part  of  the  world.  It  was  NOAA  scientists  who 
have  explained  why  ozone  levels  are  increasing  in  rural  areas  far  removed  from  the 
smog  of  industrial  cities,  a  finding  that  has  significant  implications  as  to  how  we 
deal  with  the  Clean  Air  Act.  It  is  NOAA  scientists  who  are  systematically  observing 
the  waters  of  the  equatorial  Pacific  and  contributing  significantly  to  the  encouraging 
results  of  long  range  climate  forecasting,  the  success  of  which  will  contribute  to 
enormous  economic  oenefits  to  this  Nation  and  the  world. 

3.  One  type  of  NOAA  research  that  will  be  terminated  under  this  bill  is  coastal 
and  estuarine  research  and  assessment  Paragraph  211(g).  The  implication  is  that 
this  work  overlaps  with  that  of  EPA  and  should  be  transferred  to  EPA.  I  disagree. 
EPA  is  a  regulatory  agency.  When  I  was  running  NOAA  I  had  to  look  three  levels 
below  the  administrator  before  I  could  find  someone  without  a  law  degree.  Bill 
Reilly  tried,  as  have  other  EPA  administrators,  but  science  and  research  are  not 
well  served  in  EPA.  We  used  to  joke  about  EPA's  "pollutant  of  the  month."  You  can- 
not do  good  science  if  you  are  continually  being  jerked  around.  EPA  has  great  dif- 
ficulty in  attracting  and  keeping  good  scientists.  There  are  a  number  of  wonderful 
exceptions  to  that  generalization,  but  if  Congress  insists  on  eliminating  coastal  and 
estuarine  research  from  one  agency  or  another,  this  Nation  would  be  better  served 
to  eliminate  that  function  in  EPA  and  concentrate  it  in  NOAA. 

4.  Perhaps  the  most  annoying  aspect  of  what  was  a  generally  congenial  relation- 
ship with  Congress  during  my  term  in  NOAA  was  the  need  to  get  approval  from 
Congress  (more  often  senior  staff)  for  even  the  smallest  organizational  changes  I 
might  wish  to  make.  I  did  not  appreciate  such  micro  management,  believing  as  I 
did  that  I  was  in  a  better  position  to  know  how  to  most  effectively  run  my  organiza- 
tion. This  bill  makes  some  very  sweeping  organizational  changes  in  the  various 
pieces  of  NOAA;  for  example,  putting  the  satellite  service  into  the  weather  service 
[211  (l)(c)(2)  and  terminating  the  Office  of  Oceanic  and  Atmospheric  Research  [211 
(j)].  I  believe  such  recommendations  are  wrong.  It  is  one  thing  to  abolish  programs. 
That  is  a  Congressional  prerogative.  I  believe  you  should  leave  it  to  the  Administra- 
tion to  determine  how  it  can  most  effectively  organize  itself  to  run  the  programs 
that  Congress  authorizes. 

5.  Under  211(b)  and  (c)  there  are  proposals  to  eliminate  a  number  of  government 
programs  to  promote  fisheries  products  [Termination  of  Fisheries  Trade  Promotion 
Program,  for  example].  I  agree  that  these  could  be  eliminated.  I  hope,  however,  that 
the  playing  field  is  level  and  that  the  analogous  programs  for  farm  products  are 
eliminated  in  the  Department  of  Agriculture. 

6.  My  interpretation  of  211(h)  is  that  in  the  process  of  eliminating  the  NOAA 
Corp.  nautical  charting  will  be  privatized.  When  I  was  in  NOAA  we  were  about  to 
let  a  contract  to  a  private  company  to  do  some  nautical  charting  for  us  to  determine 
as  an  experiment  (a)  whether  they  could  do  the  work  to  our  standards  and  (b) 
whether  it  was  cost  effective.  There  was  an  election  and  I  left  before  that  experi- 
ment could  be  conducted.  I  do  not  know  whether  it  ever  took  place  Before  terminat- 
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ing  the  NOAA  Corp.  and  privatizing  all  nautical  charting,  I  would  urge  someone  to 
do  a  little  cost-benefit  analysis.  The  conventional  wisdom  is  that  it  is  always  cheap- 
er to  contract  work  out.  This  is  always  the  case. 

To  summarize:  if  the  decision  is  made  to  abolish  the  Department  of  Commerce, 
NOAA,  its  largest  single  component  should  be  transferred  in-total  to  another  depart- 
ment or  agency,  or  made  an  independent  agency.  Breaking  up  NOAA  is  a  terrible 
mistake.  Once  a  decision  is  made  as  to  where  NOAA  should  go,  Congress  can  decide 
what  functions  it  wishes  to  strip  from  NOAA,  and  which  functions,  if  any,  it  wishes 
to  privatize.  This  bill,  which  breaks  up  NOAA  and  reorganizes  the  pieces,  does  a 
major  disservice  to  a  well-run,  competent  organization  where  the  synergy  of  combin- 
ing ocean  and  atmospheric  functions  is  well  recognized,  and  envied  by  our  col- 
leagues in  much  of  the  developed  world. 

Chairman  ROTH.  Thank  you,  Mr.  Knauss.  It  is  a  pleasure  to  wel- 
come you  back,  Mr.  Comarow. 

TESTIMONY  OF  MURRAY  COMAROW,  THE  AMERICAN 
UNIVERSITY 

Mr.  COMAROW.  And  thank  you  for  asking  me  back,  sir.  I  would 
like  to  apologize  for  a  typographical  error  on  the  fourth  line  of  my 
prepared  statement.  It  should  refer  to  a  July  20  letter,  rather  than 
a  July  29  letter.  I  make  no  claim  for  prescience  in  this  connection. 

Mr.  Chairman,  I  have  taken  the  various  questions  that  you  put 
to  me  in  that  July  20  letter  and  reorganized  and  rephrased  them 
slightly,  so  that  I  could  respond  to  each  one  as  best  I  could.  Per- 
haps the  most  important  question  that  you  asked  was  "what  prin- 
ciples of  organization  should  be  applied  in  organizing  natural  re- 
sources and  environmental  functions?" 

Mr.  Chairman,  these  principles  are  contained  in  one  of  the 
memoranda  of  the  Ash  Council  to  the  president.  That  is  the  memo- 
randum pertaining  to  environmental  functions,  oddly  enough.  In 
fact,  in  the  memorandum  to  the  president  on  organizing  a  Depart- 
ment of  Natural  Resources,  the  Council  simply  referred  to  the  prin- 
ciples contained  in  the  memorandum  which  recommended  the  En- 
vironmental Protection  Agency. 

Those  principles  are  as  follows:  first,  there  is  no  perfect  organiza- 
tion. No  structural  arrangement  can  reconcile  all  interests.  Oppos- 
ing interests  should  be  drawn  together  at  the  right  levels  of  Gov- 
ernment, so  that  the  vast  majority  of  conflicts  are  resolved  below 
the  level  of  the  executive  office. 

Listening  to  the  previous  panel,  Mr.  Chairman,  I  could  not  help 
but  wonder  why  one  organization  dealing  with  different  aspects  of 
international  trade  would  not  be  a  good  idea,  in  that  it  could  make 
trade-offs  that  otherwise  will  have  to  be  made  at  the  level  of  the 
president. 

The  next  principle:  the  objectives  of  an  agency  must  be  plainly 
set  out  and  must  respond  to  a  distinct  and  enduring  public  need. 

The  fourth,  there  must  be  some  assurance  that  the  functions  to 
be  housed  in  a  single  agency  not  only  belong  together,  but  that  the 
package  can  be  managed  efficiently. 

And  finally,  the  executive  branch  should  be  so  structured  that  a 
high  order  of  public  interest  is  served  in  making  policy  rather  than 
a  narrow  advocacy  position.  Translation,  client-centered  depart- 
ments, by  and  large,  are  not  favorably  viewed. 

Mr.  Chairman,  in  light  of  these  principles,  it  might 

Chairman  ROTH.  Let  me  ask  a  question  there,  because  I  think 
you  make  an  important  point.  At  the  same  time  politically,  as  you 
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well  know,  whether  it  is  labor  or  business  or  whatever  group,  feel 
they  want  to  have  some  say  in  their  Government.  Normally,  they 
think  it  is  critically  important  that  it  be  at  the  cabinet  level. 

If  you  go  the  direction  you  are  talking  about,  how  do  you  satisfy 
this  political  need  that  varying  groups  do  have  an  opportunity  to 
promote  their  interests  and  concerns? 

Mr.  COMAROW.  Take  the  example  that  you  suggested,  Mr.  Chair- 
man. Labor  certainly  is  entitled  to  representation.  So  is  business. 
So  are  women.  So  are  children.  So  are  Hispanics.  So  are  computer 
operators.  Everybody  is  entitled  to  fair  representation. 

I  am  aware  of  no  principle  of  governance,  nor  of  any  constitu- 
tional history,  that  suggests  that  a  specific  interest  group  is  enti- 
tled to  a  specific  department  all  its  own.  If  you  had  a  Department 
of  Economic  Affairs,  which  was  one  of  the  Council's  recommenda- 
tions, labor  would  certainly  be  entitled  to  a  voice  within  that  de- 
partment and  would  have  a  part  of  that  department  looking  at  the 
interests  of  labor.  But  the  same  department  would  have  other  bu- 
reaus or  offices  interested  in  the  values  of  business  and  in  the  gen- 
eral public  interest. 

And  those  trade-offs,  it  struck  the  Council — and  to  this  day 
strike  me — as  being  a  healthy  way  to  look  at  Government. 

Chairman  RoTH.  Please  proceed. 

Mr.  COMAROW.  Mr.  Chairman,  you  asked  about  my  thoughts  on 
the  organization,  management,  and  performance  of  natural  re- 
source and  environmental  agencies.  I  would  not  dare  to  comment 
on  the  management  or  performance  of  these  agencies.  I  have  sim- 
ply not  had  the  duty  of  studying  them  for  a  very  long  time. 

But  as  to  organization,  I  think  that  a  good  deal  could  be  done 
in  the  direction  of  forming  a  true  department  of  natural  resources. 
It  still  seems  like  a  powerful  and  productive  idea.  I  would  not  for 
a  moment  suggest  that  you  simply  take  the  Council's  recommenda- 
tions and  forward  them  to  the  Congress.  But  they  ought  to  be  con- 
sidered as  an  important  part  of  history  and  as  a  sound  analj^ic  ef- 
fort. 

We  had  the  advantage  then  of  having  access  to  every  expert  that 
we  could  find,  not  only  in  this  country  but  ever3rwhere.  We  sat  with 
them,  economists,  political  scientists,  business  executives,  people  of 
great  experience  and  great  wisdom  for  many  weeks  and  months. 
We  held  group  discussions,  we  held  many  one  on  one  interviews. 
And  we  found  an  enormous  interest  in  and  advocacy  of  a  more  ra- 
tional cabinet  structure,  including — among  other  things — a  Depart- 
ment of  Natural  Resources. 

I  have  turned  over  to  your  staff,  Mr.  Chairman,  copies  of  the 
original  memoranda  of  the  Council  to  the  president  which  go  into 
far  more  detail  than  the  booklets  which  the  Committee  has  at  its 
disposal. 

Mr.  Chairman,  I  am  very  troubled  by  something  which  seems  to 
be  in  the  air,  in  the  Congress,  and  the  press.  That  is,  it  would  be 
a  great  idea  to  eliminate  the  Department  of  Commerce,  or  elimi- 
nate some  other  cabinet  department. 

My  statement  makes  clear  that  I  did  not  regard  the  Department 
of  Commerce  as  a  true  department  25  years  ago  and  I  do  not  re- 
gard it  as  a  true  department  today.  Indeed,  it  is  a  candidate  for 
very  careful  examination.  But  the  essence  of  the  effort  ought  not 
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to  be  to  eliminate  a  department.  The  essence  of  the  effort  ought  to 
be  that  the  specific  functions  within  the  Department  of  Commerce 
and  other  departments  should  be  carefully  examined  one  by  one. 

Decisions  need  to  be  made  whether  those  functions  belong  in 
Government.  If  not,  then  they  should  not  be  in  Government.  If  they 
do  belong  in  Government,  we  go  to  the  next  step.  Where  in  Govern- 
ment should  they  belong?  Only  then  would  I  organize  them  in  some 
such  fashion  as  the  Council  has  recommended,  updated  to  take 
changes  into  account. 

If,  as  a  result  of  that  analysis,  the  Department  of  Commerce  is 
dismantled  or  downsized,  that  is  fine.  I  have  no  doubt  that  a  great 
deal  can  be  done  in  that  direction. 

Exactly  the  same  pressures  to  eliminate  were  felt  by  the  Council. 
These  were  six  conservative  people  who  were  very  much  interested 
in  simplifying  and  down-sizing  Government,  although  the  word 
down-sizing  had  not  become  part  of  the  jargon  as  it  is  today. 

We  were  looking  hard  for  opportunities  to  cut  back  on  Govern- 
ment. Yet  that  same  Council  recommended  the  creation  of  a  new 
Government  agency,  the  Environmental  Protection  Agency.  I  still 
think  that  was  a  very  good  idea,  because  I  do  not  believe  that  the 
environmental  function  within  an  existing  agency  can  really  work. 

I  see  the  red  light  is  on,  Mr.  Chairman.  Thank  you  very  much 
for  your  attention.  I  will  be  glad  to  answer  any  questions  you  may 
have. 

[The  prepared  statement  of  Mr.  Comarow  follows:] 

PREPARED  STATEMENT  OF  MURRAY  COMAROW 

When  I  testified  before  this  Committee  on  May  18,  1995,  I  did  not  expect  to  be 
invited  back  so  soon.  If  I  may  say  so  without  seeming  presumptuous,  Mr.  Chairman, 
I  am  extremely  impressed  with  the  pace  and  intensity  of  these  hearings. 

To  respond  fully  to  your  July  29  letter  would  take  weeks — perhaps  months.  Per- 
mit me,  if  you  will,  to  carve  out  those  areas  where  my  views  might  be  of  some  inter- 
est. The  Committee's  questions  (paraphrased)  are  followed  by  my  responses. 

1.  What  principles  of  organization  should  be  applied  in  organizing  natural  re- 
sources and  environmental  functions? 

I  have  furnished  the  Committee  staff  with  four  memoranda  to  the  President  from 
the  President's  Advisory  Council  on  Executive  Organization  ("Ash  Council").  Total- 
ling over  80  pages,  their  subjects  and  dates  are: 

•  Oceanography   and  Atmospheric   Programs   Organization,   dated  January    16, 
1970. 

•  Federal  Organization  for  Environmental  Protection,  dated  April  29,  1970. 

•  The  Establishment  of  a  Department  of  Natural  Resources,  two  memos  dated 
May  12,  1970. 

Each  memorandum  discusses,  in  slightly  different  ways,  the  organizing  principles 
which  animated  the  Council's  recommendations.  They  boil  down  to  what  may  ap- 
pear to  be  common  sense  observations,  but  in  fact  these  principles  are  commonly 
overlooked,  distorted,  or  misunderstood. 

.  (1)  No  structural  arrangement  can  reconcile  all  interests  or  resolve  all  conflicts; 
nevertheless,  there  is  no  substitute  for  logical  assignment  of  functions  and  es- 
tablishment of  centers  of  accountability. 

(2)  Opposing  interests  should  be  drawn  together  at  the  right  levels  of  govern- 
ment, so  that  the  vast  majority  of  conflicts  are  resolved  below  the  level  of  the 
Executive  Office. 

(3)  The  objectives  of  an  agency  must  be  plainly  set  out,  and  must  respond  to  a 
distinct  and  enduring  public  need. 

(4)  There  must  be  some  assurance  that  the  functions  to  be  housed  in  a  single 
agency  not  only  belong  together,  but  that  the  package  can  be  managed  effi- 
ciently. 
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(5)  The  Executive  branch  should  be  so  structured  that  a  high  order  of  pubhc  in- 
terest is  served  in  making  poHcy,  rather  than  a  narrower  advocacy  position. 

To  these  principles  I  would  add  a  cautionary  note.  Even  the  best  planned  struc- 
tural change  disrupts  an  organization  for  a  long  time.  The  costs  are  high  and  they 
must  be  paid.  Change  agents  should  have  strong  reasons  to  act,  compelling  evidence 
that  the  game  is  worth  the  candle. 

2.  What  are  your  views  on  the  missions  and  functions  of  the  Department  of  Com- 
merce? 

The  Department  of  Commerce  is  not  and  never  was  a  coherent  organization.  Its 
melange  of  functions  defy  organizing  principles.  To  say  this  casts  no  aspersion  what- 
soever on  its  missions — from  international  trade  to  weather  forecasting  to  tele- 
communications— much  less  on  the  dedication  of  the  Department's  men  and  women. 

Moreover,  the  Department  is  largely  client-centered,  violating  organizing  prin- 
ciples (2)  and  (5).  The  same  is  true  of  Labor,  Agriculture,  Transportation,  and  Veter- 
ans Affairs.  The  Council  would  have  dismantled  all  of  these  except  Veterans  Affairs, 
which  it  decided  not  to  waste  a  spear  upon.  It  recommended  that  most  of  the  func- 
tions of  Commerce,  Labor,  Agriculture  and  Transportation  be  combined  in  a  Depart- 
ment of  Economic  Affairs,  a  proposal  which  may  well  warrant  the  Committee's  at- 
tention. 

If  the  Committee  finds  that  Commerce  should  be  disestablished,  its  work  has  only 
begun.  Decisions  as  to  where  its  components  logically  belong  are  complex,  and 
should  be  made  only  after  careful  analysis.  To  substitute  one  ill-conceived  structure 
for  another  would  hardly  constitute  progress. 

3.  What  are  your  thoughts  on  the  organization,  management  and  performance  of 
natural  resource  and  environmental  agencies? 

I  have  only  a  general  impression  of  the  way  these  agencies  are  managed  and  per- 
form and  would  not  presume  to  comment.  As  to  organization,  however,  I  believe  it 
is  plain  that  much  could  be  done  to  conform  the  natural  resources  agencies  to  sound 
organizing  concepts. 

Much  has  happened  in  the  quarter  of  a  century  since  the  Council  was  formed,  but 
the  notion  of  a  true  Department  of  Natural  Resources  (DNR)  still  seems  a  powerful 
and  productive  idea.  The  bureaus  and  functions  which  could  make  up  such  a  De- 
partment are  listed  and  described  in  detail  in  Appendix  B  of  the  Council's  memoran- 
dum to  the  President  of  May  12,  1970. 

They  include,  inter  alia,  most  components  of  Interior  (including  the  Power  Admin- 
istrations); Agriculture  (e.g..  Forest  Service);  the  Civil  Works  of  the  Corps  of  Engi- 
neers; and  other  functions.  These  would  be  organized  into  five  logical  centers  of  re- 
sponsibility 

•  Land  and  Recreation 

•  Water  Resources 

•  Energy  and  Mineral  Resources 

•  Marine  Resources  and  Technology 

•  Geophysical  Science  Services. 

Appendix  C  of  the  same  memorandum  contains  the  Council's  views  on  "Indian 
and  Territorial  Programs."  These  would  remain  in  DNR,  but  in  a  significantly 
changed  environment. 

The  Committee  has  undoubtedly  noted  that  the  DNR  does  not  include  responsibil- 
ities for  overall  regulation  of  the  environment.  The  reasons  for  this  may  be  of  inter- 
est, since  some  argue  for  incorporating  the  Environmental  Protection  Agency  into 
some  kind  of  natural  resources  department. 

Why  did  six  conservative  men,  advisers  to  a  conservative  president,  advocate  cre- 
ation of  yet  another  federal  agency,  the  EPA?  The  Council's  staff  was  divided;  the 
Secretaries  of  Interior,  Health,  Education  and  Welfare,  Housing  and  Urban  Develop- 
ment, and  Transportation  all  lobbied  the  Council  for  the  job.  In  the  end — and  some- 
what to  its  own  surprise — the  Council  voted  unanimously  for  an  independent  agen- 
cy. 

The  detailed  rationale  is  set  forth  in  the  April  29,  1970  memorandum  to  the  Presi- 
dent, but  it  comes  to  this: 

•  Each  agency's  view  of  the  environment  would  be  influenced  by  its  primary  mis- 
sion. 

•  Environmental  administration  must  reconcile  divergent  interests  and  deal  with 
competing  social  and  economic  claims. 

•  The  key  standard-setting  function  should  be  performed  outside  the  agencies 
whose  interests  affect  those  standards. 
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These  considerations,  Mr.  Chairman,  are  still  important.  It  would  be  a  serious 
blunder  to  fold  EPA  into  a  larger  department  under  the  banner  of  "eliminating  a 
government  agency." 

4.  What  is  the  proper  federal  role  of  the  National  Oceanic  and  Atmospheric  Ad- 
ministration? 

In  1969,  the  Stratton  Commission  recommended  that  a  new  agency,  the  National 
Oceanographic  and  Atmospheric  Administration,  be  established.  President  Nixon  re- 
quested the  Council's  views;  the  Council  recommended  against  it. 

In  its  January  16,  1970  memorandum,  the  Council  pointed  out  that  NOAA  is  "or- 
ganized around  means  rather  than  purposes  or  objectives,"  and  that  the  common 
medium  of  the  sea  does  not  call  for  an  agency  to  deal  with  "food  production,  weather 
administration,  pollution  problems,  and  coastal  management. 

The  Council  suggested  six  alternatives  to  the  President.  The  sixth  was  to  place 
NOAA  in  Commerce.  That  is  the  genesis  of  Reorganization  Plan  No.  4  of  1970  (5 
U.S.C.  app.),  which  formed  NOAA  as  a  bureau  in  Commerce.  While  that  presidential 
decision  avoided  creating  NOAA  as  an  independent  agency,  it  did  not  address  the 
more  fundamental  flaw  in  its  design,  i.e.,  that  it  is  not  organized  around  purpose. 

A  number  of  agencies  perform  related  functions— several  Interior  bureaus  such  as 
the  U.S.  Geological  Survey  and  the  Fish  and  Wildlife  Service;  the  Environmental 
Protection  Agency;  and  others.  If  NOAA  were  to  be  disbanded,  extreme  care  should 
be  taken  to  relocate  NOAA's  important  functions  in  settings  where  they  can  contrib- 
ute more  directly  to  governmental  objectives. 

5.  What  opportunities  exist  to  reduce  costs  and  improve  service  through  privatiza- 
tion? 

As  I  suggested  in  May,  Mr.  Chairman,  the  Committee  should  be  extremely  short 
with  any  witness  who  advocates  "privatization"  without  defining  it.  It  has  become 
a  buzzword,  an  imprecise  synonym  for  corporatization,  deregulation,  commercializa- 
tion, contracting  out,  devolution,  and  other  terms.  I  take  privatization  to  mean  turn- 
ing the  function  over  to  the  private  sector,  lock,  stock  and  barrel.  As  I  eyeball  the 
missions  of  the  Commerce  Department,  it  is  hard  to  assume  that  the  market  is  like- 
ly to  produce  better  fishing,  navigation,  long-range  climate  forecasts,  and  the  like. 

A  very  difficult  conclusion  may  be  reached  about  contracting  out,  which  seems  to 
offer  more  realistic  opportunities  to  exploit  private  sector  skills  and  incentives  while 
maintaining  control  over  quintessentially  government  functions.  My  sense  is  that 
careful  experimentation  with  contracting  out  selected  functions  is  worth  studying. 

Thank  you  for  your  invitation,  Mr.  Chairman.  I  would  welcome  the  Committee's 
questions. 

Chairman  RoTH.  Thank  you.  We  will  wait  until  we  finish  the 
panel.  Mr.  Smith,  executive  director,  Commercial  Weather  Services 
Association. 

TESTIMONY  OF  JEFFREY  C.  SMITH,  EXECUTIVE  DIRECTOR, 
COMMERCIAL  WEATHER  SERVICES  ASSOCIATION 

Mr.  Smith.  Good  afternoon,  Mr.  Chairman. 

I  am  here  to  talk  about  the  single  largest  part  of  Commerce,  and 
that  is  NOAA.  Just  briefly,  our  point  is  that  NOAA  has  some  very 
valuable  and  important  functions.  To  our  industry,  which  rep- 
resents private  weather  forecasters,  companies  that  provide  weath- 
er data  and  products  to  the  public,  to  users,  to  the  media.  For  ex- 
ample, all  three  television  stations  in  Washington,  both  major 
newspapers,  and  most  of  the  radio  stations  here  in  Washington  are 
all  provided  services  by  our  members  or  private  forecasters. 

We  believe  that  NOAA  has  some  important  functions.  We  do  be- 
lieve that  most  of  those  functions  can  be  privatized  or  streamlined. 
Just  in  the  past  5  years,  NOAA's  budget  has  increased  from  $1.3 
billion  to  $2  billion  today.  That  is  a  significant  increase  and  we 
think  that  really  three  steps  could  be  taken  to  get  NOAA's  budget 
under  control  while  the  Commerce  Department's  future  is  consid- 
ered, while  at  the  same  time  increasing  the  efficiency  and  the  im- 
portant roles  of  NOAA. 
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The  first  thing  would  be  to  define  the  roles  of  the  National 
Weather  Service,  which  is  the  single  largest  component,  in  turn,  of 
NOAA.  Define  their  core  mission.  The  Weather  Service  currently 
operates  with  a  core  mission  from  the  1890's.  I  will  remind  you, 
Mr.  Chairman,  that  the  telephone  was  invented  just  in  1876.  Well, 
14  years  later,  the  Weather  Service  mandate  was  written.  It  is  105 
years  old,  and  it  needs  to  be  updated.  It  has  been  virtually  un- 
changed. 

It  needs,  in  short,  to  be  brought  from  the  1890's  into  the  1990's 
by  defining  what  is  the  most  important,  that  is  the  core  mission, 
of  the  Weather  Service. 

.  This  has  been  started.  In  1983  there  was  a  management  study 
and  since  then  there  have  been  a  number  of  other  studies  defining 
what  the  core  mission  of  the  Weather  Service.  The  core  mission 
would  be  what  most  of  us  come  to  know  the  Weather  Service  for, 
and  that  would  be  ever3rthing  from  data  collection,  operating  com- 
puter models,  emergency  warning  of  severe  weather  such  as  hurri- 
canes, tornados  and  the  like,  and  general  public  forecasting. 

Unfortunately,  the  Weather  Service  undertakes  a  number  of  dif- 
ferent functions  that  are  not  in  keeping  with  its  core  mission  and 
we  believe  could  be  reduced. 

The  House  is  now  involved  in  its  authorization  bill,  H.R.  1815, 
in  defining  its  core  mission.  So  we  would  encourage  this  Committee 
when  it  considers  transferring,  eliminating,  or  whatever  ends  up 
happening  to  Commerce  to  adopt  similar  language. 

The  second  point  is  related  to  the  first,  and  that  is  to  privatize 
all  the  non-essential  missions  of  the  Weather  Service.  The  Weather 
Service  currently  provides  various  industries  and  users  free  tax- 
payer-supported services.  Some  of  these  companies  are  household 
names.  They  do  not  have  any  right  to  get  the  taxpayer  to  pay  for 
their  operation  any  more  than  the  taxpayer  paying  for  the  fuel  in 
their  truck  fleet  or  whatever.  That  needs  to  be  looked  at.  Those 
kind  of  examples  are  identified  in  a  five-page  appendix  in  the  back 
of  my  testimony. 

The  privatization  initiatives  has  been  something  that  has  been 
bipartisan.  Vice  President  Gore's  National  Performance  Review 
identified  $3.3  million  in  savings  just  in  this  year  which  are  al- 
ready being  done.  NOAA  is  doing  an  excellent  job  in  privatizing 
those  functions  this  year.  But  $3.3  million  still  is  about  one-half  of 
1  percent  of  the  Weather  Service  budget.  There  still  could  be  a 
whole  lot  more  that  could  be  looked  at.  In  fact,  the  Clinton  Admin- 
istration's budget  identifies  or  lists  $47  million,  scores  $47  million 
in  this  current  budget  cycle.  It  does  not  identify  the  $44  million 
that  is  not  included  in  this  year's  budget.  So  there  are  some  oppor- 
tunities we  believe  even  larger  than  $44  million,  significantly  larg- 
er. 

The  third  step  would  be  to  consolidate  the  overlapping  and  dupli- 
cative structures  of  both  the  Weather  Service  and  some  of  its  agen- 
cies. NESDIS  in  the  Weather  Service,  there  has  been  a  number  of 
studies  that  have  asked,  why  are  these  two  different  agencies  sepa- 
rate? Why  could  they  not  be  combined  into  one?  I  think  that  is  a 
question  that  could  \vell  be  asked. 

The  Weather  Service  currently  has  five  headquarters  offices,  six 
regional  offices.  These  regional  offices  do  no  forecasting,  they  do  no 
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payroll.  Those  could  be  looked  at.  And  let  me  say  that  the  Adminis- 
tration is  making  some  efforts  in  that  regard  insofar  as  consolidat- 
ing some  of  the  offices  and  sometimes  they  are  prevented  by  Con- 
gress from  doing  that. 

The  fourth  would  be  to  encourage  greater  private  sector,  not  only 
our  members  and  the  people  who  are  in  our  membership,  but  en- 
couraging all — as  was  done  in  the  Paperwork  Reduction  Act  which 
was  passed  by  this  Committee — encouraging  weather  data  and  in- 
formation to  get  out  there  into  the  private  sector  to  allow  every- 
body from  a  hobbyist  to  a  large  company  to  have  access  to  that 
data  at  the  cost  of  dissemination  or  the  like,  and  therefore  encour- 
aging private  sources. 

So  we  believe  if  those  steps  are  taken,  NOAA  would  be  stream- 
lined, would  be  a  more  efficient  agency,  would  focus  on  its  core  mis- 
sion like  any  company  has  to  do,  and  would  get  rid  of  services  that 
really  have  no  benefit  except  to  very  identifiable  and  large  compa- 
nies. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Smith  follows:] 

PREPARED  STATEMENT  OF  JEFFREY  C.  SMITH 

Thank  you  Mr.  Chairman  and  members  of  the  Committee  for  inviting  us  to  testify 
on  issues  related  to  the  functions  of  the  Department  of  Commerce  and  its  agency, 
the  National  Oceanic  and  Atmospheric  Administration  (NOAA). 

I  am  here  today  to  give  an  overview  of  how  the  private  sector  can  be  encouraged 
to  play  a  greater  role  in  the  delivery  of  NOAA  programs,  without  any  expenditure 
of  taxpayer  funds.  This  will  allow  the  agency  to  focus  on  its  important  roles,  thus 
serving  the  public  better  and  at  less  cost. 

I  currently  serve  as  the  Executive  Director  of  the  Commercial  Weather  Services 
Association,  the  association  for  the  commercial  weather  services  industry.  Our  mem- 
bers, ranging  in  size  from  2  to  270  employees,  are  entrepreneurs  who  created  a  new 
industry  after  WW^I.  That  industry  has  expanded  significantly  in  the  past  two  dec- 
ades and  grows  at  a  rate  exceeding  10  percent  annually. 

While  the  private  sector  has  grown,  NOAA  has  grown  even  more.  NOAA's  budget 
has  increased  from  $1.3  biUion  in  fiscal  year  1990  to  $2  billion  in  fiscal  year  1995. 
The  largest  percentage  of  NOAA's  budget  are  the  weather  related  agencies,  which 
are  the  National  Weather  Service  (NWS)  and  the  National  Environmental  Satellite 
Data  Service  (NESDIS),  which  together  made  up  55  percent  of  the  NOAA  budget, 
approximately  $1.1  billion  in  fiscal  year  1995. 

Significant  budgetary  savings  can  be  achieved  at  these  weather  related  agencies, 
through  privatization,  consolidation  and  promoting  public  access  to  data,  as  follows: 

1.  Define  the  National  Weather  Service's  core  mission 

The  National  Weather  Service  currently  operates  under  the  legal  authority  grant- 
ed by  its  1890  Organic  Act,  which  has  remained  virtually  unchanged  for  105  years. 
This  Organic  Act  gives  the  NWS  a  wide  and  unfocused  mission,  which  has  resulted 
in  the  NWS  providing  services  in  direct  competition  with  the  private  sector  and  in 
duplication  of  private  sector  sources.  The  first  step  needed  is  to  bring  the  Organic 
Act  from  the  1890s  into  the  1990s  by  changing  the  Organic  Act  to  define  the  NWS' 
core  mission. 

Various  studies  and  recommendations,  including  a  1983  study  by  the  Manage- 
ment Consulting  firm  Booz,  Allen  &  Hamilton,  have  shown  that  the  core  mission 
of  the  NWS  includes  four  elements:  1)  data  collection;  2)  operating  the  computer 
models;  3)  emergency  warnings  of  severe  weather;  and  4)  general  public  forecasting. 
The  non-core  activities  currently  undertaken  by  NWS,  which  compete  directly  with 
existing  private  companies  include  1)  industry  specific  weather  forecasts  and  prod- 
ucts; and  2)  company  and  user  specific  forecasts  and  products;  and  3)  some  public 
forecasts. 

Requiring  the  government  to  focus  on  data  collection,  computer  modeling,  and 
weather  warnings,  and  allowing  the  private  sector  to  handle  the  non-core  mission 
activities  would  reduce  spending  while  increasing  crucial  emergency  weather  serv- 
ices. As  represented  graphically  in  Appendix  1,  there  is  a  larger  role  possible  for 
the  private  sector,  and  a  much  reduced  one  for  the  Federal  Government. 
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The  1996  NOAA  Authorization  Bill,  H.R.  1815,  as  well  as  H.R.  1450,  both  propose 
comprehensive  language  to  define  the  core  mission  of  the  NWS  and  privatize  non- 
core  mission  activities.  We  urge  that  similar  language  be  added  to  S.  929  as  it  is 
considered  in  this  committee.  That  way  the  bulk  of  NOAA's  programs  will  be  re- 
structured as  the  Commerce  Department  is  eliminated. 

2.  Privatize  all  non-core  NOAA  weather  services 

The  private  sector  is  ideally  suited  to  provide  the  non-core  mission  activities  of 
industry  and  company  and  user  specific  forecasts  and  products.  It  currently  serves 
a  diversity  of  users  small  and  large  from  boaters,  farmers,  pilots,  and  windsurfers, 
to  airlines,  construction  firms,  industrial  agriculture,  trucking,  railroads,  the  media, 
ocean  shipping  and  utilities.  Most  of  these  users  need  specific  forecasts  and  products 
updated  frequently,  and  tailored  exactly  for  their  needs.  For  example  the  media,  in- 
cluding radio,  televisions,  and  newspapers  primarily  use  private  weather  sources, 
including  both  newspapers  in  Washington,  all  TV  stations  and  all  but  six  radio  sta- 
tions. Appendix  2  sites  further  examples. 

But  NOAA  also  provides  direct  services  to  some  of  these  same  interests,  including 
aviation,  agriculture,  marine,  and  the  media.  The  NOAA  provided  services  benefit 
large  companies  and  industries  who  get  free  services  at  taxpayer  expense.  This  com- 
petes against  existing  private  sector  firms,  and  stifles  investment  and  jobs  in  the 
private  weather  industry.  Appendix  3  presents  dozens  of  specific  examples  of  this 
government  competition. 

The  principle  that  industry,  company,  and  user  specific  weather  products  are  the 
realm  of  the  private  sector  was  recognized  in  a  1991  policy  statement  adopted  by 
the  NWS  in  consultation  with  0MB  and  the  weather  industry.  This  policy  statement 
states:  "the  NWS  will  not  provide  a  service  if  the  service  is  provided,  or  can  be  pro- 
vided, by  the  private  sector."  Unfortunately,  because  this  policy  statement  does  not 
have  the  force  of  law,  it  has  not  been  followed.  That's  why  the  House  NOAA  Author- 
ization proposes  that  the  policy  statement  be  put  in  law. 

These  privatization  initiatives  enjoy  bipartisan  support.  The  Clinton  Administra- 
tion, as  part  of  the  fiscal  year  1996  Budget,  proposed  $3.3  million  in  NOAA  privat- 
ization initiatives.  These  initiatives  were  the  recommendations  of  Vice  President 
Gore's  National  Performance  Review,  and  the  Administration's  Budget  stated  that 
$44  million  would  be  identified  later.  While  steps  have  already  been  taken  to  pri- 
vatize $3.3  million  this  year,  unfortunately  this  additional  $44  million  has  not  been 
identified  by  the  Administration. 

3.  Consolidate  overlapping  and  duplicative  structures  of  the  NWS 

New  technology  allows  consolidation  and  elimination  of  the  NWS  structure,  which 
will  target  resources  on  the  core  mission  and  permit  economies  of  scale.  The  NWS 
has  five  headquarters  offices,  six  regional  offices,  four  national  centers,  and  334  field 
offices  of  different  types.  Many  of  these  offices  have  overlapping  organization  and 
communication  patterns.  This  fragmented  structure  is  no  longer  necessary  as  new 
technology  is  put  in  place  as  part  of  the  $4.5  billion  NWS  modernization  program. 

4.  Promote  greater  public  access  to  weather  data  and  information 

To  encourage  information  dissemination  and  more  private  sources  of  weather,  the 
NWS  needs  to  make  all  of  its  weather  data  available  at  the  cost  of  dissemination. 
Currently,  the  NWS  withholds  some  crucial  weather  data  collected  at  taxpayer  ex- 
pense, and  has  favored  arrangements  with  certain  groups  to  receive  data  for  free. 
The  NWS  should  be  prohibited  from  making  arrangements  with  anyone,  including 
international  sources,  which  restrict  data  received  by  NWS.  Making  all  data,  fore- 
casts, and  information  accessible  in  a  timely  and  equitable  manner  will  allow  entre- 
preneurs and  members  of  the  public  to  create  new  forecast  and  weather  products 
to  meet  the  needs  for  all  users.  This  improved  access  to  data  recommendation  is 
consistent  with  the  provisions  in  the  Paperwork  Reduction  Act  [P.L.  104-13]  in- 
cluded in  the  Contract  with  America. 

However,  as  I  read  Section  214  of  S.  929,  this  provision  appears  to  be  in  direct 
conflict  with  the  objective  of  increasing  the  private  sector's  role.  If  the  government 
were  to  charge  excessive  fees  on  taxpayer  collected  data,  few  users  could  afford  to 
provide  the  needed  services,  and  it  would  stifle  progress  and  entrepreneurship.  As 
the  Paperwork  Reduction  Act  stated,  the  principle  of  promoting  increased  access  to 
data  at  no  more  than  the  cost  of  making  the  data  available,  makes  the  most  effec- 
tive use  of  information  technology.  This  principle  has  also  been  embodied  in  OMB 
circular  A-130,  and  a  number  of  major  international  agreements  dealing  with  data. 
We  recommend  that  Section  214  be  written  in  such  a  way  to  be  consistent  with 
these  principles  on  use  and  access  to  data. 

Thank  you  for  this  opportunity. 
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Appendix  1 


Proposed  Boundary  Analog  Under  A  Revised  Organic 


Current  Boundary  Analog  Under  The  Organic  Act 


Commercial  Weather  Services  Association 

655  Fifteenth  Street,  NW  •  Suite  310  •  Washington,  DC  20005 
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y0¥  Commercial  Weather  Services  Associahon 

•■" '      655  Fifteenth  Street,  NW  •  Suite  310  •  Washington,  DC  20005 


Appendix  2 


Users  of  Wenther  Services  From  PrivHfe  Wentlicr  Compnnies 


Mass  Communications 

•  Radio  Stations 

•  major,  middle  and  small  markcl 

•  Television 

•  networks  &  network  affiliate  stations 

•  independent  stations 

•  public  broadcast  affiliates 

•  major,  middle  and  small  market  stations 

•  Cable  television  operators 

•  multiple  &  single  system  operators 

•  education,  municipal  and  government 
access  channel  programmers 

•  Newspapers 

•  dailies,  weeklies  &  monthlies 

•  News  gathering/distributing  organi7Jitions 

•  Yellow  pages 

•  Magazines 

•  weekly,  monthly  &  quarterly 

•  lilcctronic  databases 

•  commercial  on-line  services 

•  electronic  bulletin  board  services 

•  Internet 

Transportation 

•  Commercial  railroad  operators 

•  freight 

•  passenger  &  commuter 

•  Commercial  tnicking  operators 

•  Turnpike  authorities 

•  Port  authorities 

•  .State  departments  of  transportation 

•  County  highway  departments 

•  Municipal  street/sanitation  departments 

•  Aviation 

•  commercial  airlines 

•  fixed  based  operators  (I'DOs) 

•  flight  service  stations 

•  airports,  airport  authorities  &  heliports 

•  air  freight  carriers 

•  individual  pilots  -  private  &  recreation 

•  Marine 

•  freight  &  passenger  ships 

•  cruise  ship  and  charter  boat  operators 


•  U  .S.  C:oast  Guard 

•  commercial  fishing 

•  individual  recreational  boaters 

•  professional  water,  boating  and  yacht 
racing  competitions 

•  canal  and  other  shipping  lane  opcralors 
and  maintenance  organizations 

•  barge  operators 

•  marine  phone  service  providers 

•  marinas 

Utilities 

•  Electric  utilities 

•  Nuclear  power  plants 

•  Gas  utilities 

•  'I'clephonc  companies 

•  Water  ulililies 

•  Waste  water  treatment  plants 

Recreation 

•  Recreation  areas 

•  federal,  stale,  local  &.  city  parks  &  forests 

•  Ski  resorts 

•  Golf  courses,  public  &  private 

•  Professional  golf  tournaments 

•  Outdoor  sporting  arenas 

•  professional  sports  stadiums  and  teams 

•  thoroughbred,  greyhound  and  auto  race 
tracks 

•  Olympics  organizers 

•  World  Cup  and  other  tournament 
organizers 

•  Amu.semenl  parks 

Government  agencies 

•  Federal,  stale  &  local 

•  US  Department  of  Agriculture  field 
offices 

•  US  Forest  Service  field  offices 

•  U.S.  I'ish  and  Wildlife  Service  field 
offices 

•  U.S.  Army  Corp.s  of  Engineers 

•  I'cderal  Aviation  Administration 
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•  U.S.  Postal  Service 

•  U.S.  Bureau  of  Reclamation  Field 
Offices 

•  National  Aeronautics  and  Space 
Administration  labs  and  field  offices 

•  National  Park  Service  I'ield  Offices 

•  Emergency  management  agencies 

•  rirc  &  police  departments 

•  Flood  control  &  water  management 

•  Environmental  and  air  quality  divisions 

Military  Bases 

•  Air  Force,  Navy  &  Army  Bases 

•  Marine  Units 

•  Air  National  Guard  Bases 

Agriculture 

•  Farmers  and  growers 

•  Agricultural  cooperatives 

•  Grain  storage  operator.'; 

•  Food  processors 

•  Commodities  brokers 

•  Cooperative  extension  services 

•  Agriculture  commissioners 

•  FanTi  bureaus 

Education 

•  Individual  elementary  &  high  schools 

•  School  districts 

•  Colleges  and  universities 

•  Education  product  catalogues 

•  Alumni  associations 

Travel 

•  I  lotels,  motels  &  inns 

•  Vacation  resorts 

•  Travel  agents 

•  Automobile  clubs  and  a.ssociations 

Manufacturers 

•  Automobile 

•  Clothing 

•  Chemicals  &  Textiles 

•  Paper 

•  Other  consumer  and  industrial  products 


Construction 

•  Road  and  highway  construction 

•  Building  construction 

•  Landscapcrs 

•  Roofers 

•  Concrete  pourcrs 

•  lixcavators 

•  General  contractors 

Weather  enthusiasts 

•  Hobbyists 

•  Cooperative  weather  observers 

•  Volunteer  storm  spotters 

Dent  repair  specialists 

•  Auto 

Investment  service  providers/Brokerage 
Houses 

•  commodities  futures  traders 

•  market  analy.sts 

Land  managers 

•  public  and  private  rangeland 

•  public  and  private  forests 

•  Dam  operators 

Special  events  planners 

•  fairs  and  festivals 

•  hot  air  balloon  trips  and  rides 

Nurseries  and  coninicrcial  green  houses 

Hospitals 

Lawyers 

Insurance  companies 

Movie  production  and  film  companies 

Commercial  photo  shoots 

Environmental  systems  managers 
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Appendix  3 


Commercial  Weather  Services  Association 

655  Fifteenth  Street,  NW  •  Suite  310  •  Washington,  EXZ  20005-5701 
Telephone  202-546^993  •  Fax  202-546-2121 


Examples  of  Government  Competition 

with  Commercial  Weather  Companies 

July  27,  1995 

I.  Specialized  Site.  Industry  .  and  TiME-SPECinc  Forecasting  and  Consulting  Services 

A.  Specialized  Services  to  Outdoor  Events 

1.  The  National  Weather  Service  (NWS)  faxes  regularly  scheduled  daily  forecasts 
as  well  as  customized  weather  briefing  in  the  event  of  threatening  weather  to  the 
operators  of  the  Kemper  Open  Professional  Golf  Tournament  from  the  Sterling, 
VA  Weather  Forecast  Office. 

2.  The  NWS  will  provide  specialized  weather  forecast,  warning  and  personal 
consultation  to  the  Atlanta  Organizing  Committee  of  the  1996  Olympics  by 
providing  about  a  dozen  on-site  staff  members.  In  addition,  an  NWS  office  will 
be  opening  in  Savannah,  GA  ,  staffed  with  five  forecasters  specifically  for  the 
Summer  Olympics. 

3.  Public  Information  Statements  issued  in  an  as-needed  basis  can  be  used  "to 
disseminate  forecasts  for  special  events"  (from  NOAA  Guide  to  Products  and 
Services  of  the  National  Weather  Service  in  Nevada,  1994). 

4.  The  NWS  Forecast  Office  in  Reno,  NV  collaborated  with  the  Desert  Research 
Institute  in  Reno  to  provide  specialized  weather  support  services  to  the  Earthwinds 
Transglobal  Balloon  Project. 

* 

B.  Specialized  Services  to  Agricultural  Industries,  Businesses  and  Agencies 

1 .  The  NWS  provides  site  and  crop  specific  agricultural  forecasts,  summaries  and 
personal  briefings  daily  to  growers,  government  agencies  and  other  agricultural 
interests.  Examples  include: 

a.  Specific  weather  forecasts  for  Sunkist. 

b.  Maintenance  of  a  network  of  Agricultural  Weather  Service  Centers 
which  issue  site  and  crop  specific  agricultural  forecasts  and  discussions. 

c.  Issuance  of  "specialized  agricultural  weather  forecasts/advisories/flying 
farmer  forecasts,"  including  fruit  frost  forecasts. 

d.  Maintenance  of  a  staff  of  Agricultural  District  Forecasters  in  California. 

e.  NOAA's  proposal  for  an  Agricultural  Weather  Office  within  USDA, 
continuing  specialized  services  to  agricultural  users. 

f.  Briefings  which  are  prepared  and  given  several  times  per  month  to 
various  government  agencies.  An  abridged  version  is  available  as  the 
Cooperative  Extension  Service  Newsletter,  accessible  by  a  computer-to- 
computer  exchange. 

continued... 
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C.  Specialized  Value-Added  Hardware  and  Software  Systems  for  Industries 

1.  NOAA's  National  Severe  Storms  Laboratory  continues  to  develop  a  value- 
added  meteorological  workstation,  the  Radar  and  Algorithm  Display  System 
(RADS),  containing  NEXRAD  Doppler  radar  and  other  data  and  is  marketing  it 
directly  to  electric  utilities  in  competition  with  the  numerous  workstations  and 
weather  databases  available  through  private  weather  companies. 

2.  The  NWS  is  developing  special  message  encoding  technology,  Specific  Area 
Message  Encoding  (SAME),  that  allows  NWS  to  send  specially  encoded  weather 
messages  to  commercial  or  cable  broadcasters.  This  technology  encodes  messages 
by  type  of  message  and  geographic  area  for  which  the  message  is  intended.  A 
decoder,  for  use  with  a  NOAA  weather  radio  receiver,  allows  commercial  and 
cable  broadcasters  to  automatically  receive  weather  messages  for  their  specific  area 
and  immediately  display  them  on  the  air. 

D.  Provision  of  Specialized  Value-Added  Data  for  Specific  Users 

1 .  The  NWS'  reformatting  of  forecast  zones  and  weather  data  feeds  for  the  special 
interests  of  The  Weather  Channel  constitutes  a  value-added  data  dissemination 
activity  which  competes  directly  with  value-added  weather  database  information 
and  workstations  available  through  private  weather  companies.  This  represents 
preferential  treatment  on  the  part  of  the  NWS  to  a  profit  making  organization.  This 
constitutes  the  NWS'  use  of  a  private  sector  company  to  compete  with  other 
private  weather  companies  on  the  provision  of  weather  forecasts,  data  and  services 
to  cablevision  operators  and  the  media.  Furthermore,  NOAA's  memorandum  of 
understanding  with  The  Weather  Channel  outlines  instances  where  the  government 
will  subsidize  part  of  the  operating  expenses  of  The  Weather  Channel:  "NOAA 
will:  (i)  develop  materials  and  video  spots  in  support  of  local,  regional,  and  national 
awareness  weeks;  (ii)  take  part  in  actual  awareness  week  through  dissemination  of 
test  watch,  warning  and  call  to  action  information;  (iii)  test  new  NOAA 
meteorological  and  hydrological  products  on  The  Weather  Channel  in  order  to 
obtain  public  reaction;  (iv)  develop  educational  material  in  the  form  of  videos,  spot 
announcements  and  brochures  for  use  on  The  Weather  Channel...;  (v)  develop 
educational  materials  on  weather  hazards  and  other  agreed-to  subjects 
involving. ..The  Weather  Channel  initiatives  for  children  in  elementary  and 
secondary  school."  Development  of  such  specialized  materials  and  services 
constitutes  a  major  expense  for  private  sector  companies  which  The  Weather 
Channel  is  having  paid  for  by  the  government. 

E.  Provision  of  Specialized  Value-Added  Services  to  Specific  End  Users 

1.  NOAA's  development  of  direct  teacher  training  and  education  activities 
duplicates  the  effort  of  and  competes  with  existing  teacher  in-service  workshops 
and  other  educational  services  available  through  the  private  sector  as  well  as  private 
sector  educational  research  and  development  projects.  Some  examples: 

a.  At  conferences  sponsored  by  "Project  Atmosphere,"  NWS  employees 
provide  teacher  training  sessions  and  handout  curriculum  materials  to 
teachers.  Several  NWS  employees  provided  direct  teacher  training  and 
gave  curriculum  materials  to  teachers  at  the  1 995  Hazardous  Weather 
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Conference  of  the  Project  Atmosphere  Middle  Atlantic  Atmospheric 
Education  Resource  Agents. 

b.  Project  Weatherscope  is  a  National  Weather  Service  program  to  develop 
a  user  friendly  weather  work  station  that  will  allow  NOAA  scientists  to 
take  real-time  weather  data,  maps  and  forecasts  into  classrooms  and  allow 
one-on-one  student  interaction.  NWS  plans  to  offer  direct  connection  to 
NOAA  computers  in  the  future  for  access  to  real  time  data  from 
classrooms. 

c.  Development  of  educational  weather  CD-ROMs  duplicates  efforts  that 
have  already  been  accomplished  by  the  private  sector. 

F.  Provision  of  a  Specialized  Value-Added  Data  System  for  Specific  Industries 

1.  NOAA's  new  1-900-288-CHART  weather  facsimile  database  service  competes 
directly  with  and  is  a  direct  duplication  of  weather  facsimile  database  services 
available  through  numerous  private  weather  companies. 

2.  Purdue  University's  Meteorology  Department  has  offered  to  provide 
NamdO.net,  The  Raleigh  News  &  Observer's  on-hne  service,  with  a  stream  of 
government  subsidized  weather  data  which  the  university  receives  from  NOAA's 
Unidata  program  and  value-added  software,  WXP  Weather  Processor,  for  the 
receipt  and  manipulation  of  that  data. 

G.  Provision  of  Specialized  Value-Added  Data 

1 .  Production  of  Ultraviolet  Index  forecasts  by  the  NWS  is  a  news  gathering 
activity  that  is  not  commensurate  with  the  NWS'  core  mission  of  providing 
weather  watches,  warnings  and  forecasts  for  the  public. 

IV.  Provision  of  Eouip.ment  .  Consulting  and  Support  to  Specialized  Weather  Projects 

A.  Provision  of  Meteorological  Consulting  Services  to  a  Specific  Agency 

1.  NOAA's  Environmental  Research  Laboratory,  Air  Resources  Laboratory-Field 
Research  Division  in  Idaho  Falls,  ID,  bid  on  a  request  for  proposals  issued  by  the 
Idaho  Division  of  Environmental  quality  for  applied  meteorological  consulting,  in 
competition  with  two  private  weather  companies,  and  won  based  on  cost. 

2.  It  is  NOAA's  policy  that  their  environmental  research  laboratories,  such  as  the 
air  quality  lab  in  Idaho,  actively  recruit  business,  often  offering  services  at  below 
market  rates,  to  increase  funds  for  the  maintenance  of  their  high  staffing  levels. 

B.  Meteorological  Consulting  Services  to  Industries,  Businesses  and  Agencies 

1.  NOAA's  Hydrometeorology  Design  Studies  Center  has  conducted  applied 
meteorological  consulting  services,  in  the  form  of  site-specific  probable  maximum 
precipitation  studies,  for  electric  utilities,  the  U.S.  Army  Corps  of  Engineers  and 
other  businesses  and  agencies  in  competition  with  existing  services  from  private 
weather  companies. 
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Chairman  ROTH.  Thank  you,  Mr.  Smith. 
Mr.  Norcross? 

TESTIMONY  OF  BRYAN  NORCROSS,  CHIEF  METEOROLOGIST, 
WTVJ-NBC,  MIAMI,  FL 

Mr.  Norcross.  Thank  you,  Mr.  Chairman.  Good  afternoon. 

I  came  to  be  identified  with  Hurricane  Andrew  and  I  am  here  be- 
cause of  that  experience  and  my  experience  with  the  emergency 
warning  system  that  the  National  Weather  Service  currently  pro- 
vides. I  want  to  echo  a  comment  made  earlier  about  my  view  on 
the  combination  of  NOAA  as  it  currently  exists  and  the  view  that 
the  oceanographic  role  of  NOAA  and  the  weather  role  of  NOAA 
should  continue  to  be  together.  Anyone  who  studies  current  hurri- 
cane research  knows  that  we  know  now  there  is  a  definite  link  be- 
tween what  goes  on  in  the  ocean  and  what  goes  on  in  the  atmos- 
phere. It  is  really  all  one  system  and  it  would  not  be  good  science, 
I  do  not  think,  to  break  NOAA  up  in  that  fashion. 

But  specifically  concerning  the  downsizing  of  the  National 
Weather  Service  and  the  idea  of  privatizing  many  of  the  services, 
you  have  got  to  look  at  the  whole  system  as  a  national  weather  sys- 
tem. It  starts  from  collecting  data  from  all  over  the  world,  and  then 
computerizing  it,  and  processing  it,  and  then  eventually  analyzing 
it  and  sending  it  out  to  the  end  user.  It  is  a  complicated  system 
and  there  is  a  role  in  that  system  for  the  public  and  private  sectors. 

But  you  have  to  go  through  the  system,  I  think,  item  by  item  and 
ask  yourself  what  is  a  good  function  for  Government  and  what  is 
a  good  function  for  private  enterprise.  I  think  the  bottom  line  is 
that  if  there  is  no  other  function  for  Government,  it  is  the  protec- 
tion of  public  security,  national  security  and  public  safety,  so  any 
function  of  the  National  Weather  Service  that  is  clearly  in  the  Gov- 
ernment's role  has  to  deal  with  that  area. 

I  think  incentive  is  the  hinge  point  about  which  you  decide  what 
is  a  good  role  for  Government  and  what  is  a  good  role  for  private 
business.  If  there  is  a  role  for  profit  incentive,  then  obviously  pri- 
vate industry  can  do  that  job  well.  But  if  the  incentive  is  not  that 
and  if  a  profit  incentive  conflicts  with  the  individual  function  you 
are  trying  to  do,  then  it  is  better  for  the  public  sector. 

Now  the  public  warning  system  is  one  clear  role  for  the  public 
sector.  There  should  be  no  profit  incentive  in  how  well  warnings 
are  dispensed  and  when  they  are  put  out.  It  should  be  based  on 
the  public  welfare.  That  has  to  do  with  hurricanes.  That  has  to  do 
with  tornadoes.  That  has  to  do  with  any  environmental  warning 
system.  That  should  be  within  the  public  sector. 

As  a  matter  of  fact,  there  are  private  companies  that  try  and  do 
that.  In  a  couple  of  hurricanes.  Hurricane  Gilbert  and  Iniki  specifi- 
cally, judgments  were  made  by  private  forecasters  different  from 
the  National  Hurricane  Center  that  resulted  in  public  money  being 
spent  unnecessarily  and  public  agitation  that  was  unnecessary  be- 
cause the  forecasts  were  different  and  the  private  forecasts  turned 
out  to  be  wrong. 

On  the  other  hand,  you  have  rampant  growth  along  the  coast 
and  our  loss  of  life  along  the  coast  has  diminished  dramatically 
under  the  current  system.  I  think  it  is  very  clear  that  the  current 
public-sector  warning  system  works  well. 
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The  weather  satellite  system,  it  is  in  the  national  interest.  It  is 
in  the  military  interest  that  we  have  a  satellite  system.  We  would 
not  want  to  have  that  compromised  by  a  profit  incentive,  I  do  not 
believe.  If  we  decide,  for  example,  we  could  save  money  if  we  only 
have  one,  but  if  that  one  fails  we  do  not  have  anywhere  to  go,  peo- 
ple's lives  would  be  threatened.  Clearly,  I  do  not  think  that  is  in 
the  public  interest  to  privatize  that. 

The  radar  system  is  the  same  thing.  In  the  bill  as  proposed,  ac- 
cording to  National  Weather  Service  estimates,  they  would  have  to 
cut  back  on  the  radar  coverage  from  the  new  Doppler  radar  system. 
You  have  to  ask  yourself  whether  you  want  to  allow  some  part  of 
the  country  because  they  are  more  sparsely  populated,  or  not  as 
wealthy,  to  have  less  weather  coverage,  and  less  warning,  and  less 
state-of-the-art  weather  information  because  they  do  not  happen  to 
be  near  a  population  center  or  near  a  place  where  private  industry 
can  provide  as  good  information. 

Small  television  stations  do  not  provide  as  good  a  private  weath- 
er service  as  large  television  stations.  They  do  not  have  the  money. 
Should  that  be  in  effect  across  the  country  in  some  fashion? 

Environmental  research,  I  will  not  expand  on  that  because  I 
think  it  is  clear  that  research  in  general,  baseline  research,  should 
not  be  done  with  a  private  profit  incentive. 

So  where  should  the  line  by  drawn  and  what  is  clearly  for  the 
private  sector?  Or  one  other  way  to  look  at  it  is,  is  this  a  function 
that  can  be  done  by  a  company  A  and  company  B  and  company  C, 
and  if  I  do  not  like  company  A  is  there  a  company  B  to  go  to?  The 
other  part  of  the  equation  that  fits  in  here  is  all  this  data  collec-  v 
tion.  I  think  it  is  clear  that  you  want  that  to  be  as  clean  and  clear 
and  unified  as  possible,  as  opposed  to  having  competing  systems  of 
data  collection  that  bring  all  of  it  together.  You  want  that  to  be  a 
part  of  the  public  sector. 

Now  what  can  the  private  industry  do?  You  would  think  that 
what  you  could  do  is  say,  let  us  have  the  Government  collect  all 
of  the  data,  run  the  data  collection  system,  be  sure  it  is  pure  and 
to  the  highest  standards,  and  then  turn  it  over  to  the  private  sector 
let  them  produce  forecasts.  Let  private  forecasters  tell  boaters,  tell 
industry,  tell  farmers  what  to  do. 

That  would  seem  to  be  a  good  idea,  and  I  think  in  general  it  is, 
except  that  you  can  run  then  into  a  system  of  weather  haves  and 
have-nots.  I  do  not  think  that  is  in  the  public  interest.  You  want 
to  be  sure  that  people,  whether  they  have  a  lot  of  money  or  not  too 
much  money,  and  they  have  a  boat  and  they  want  to  go  out  fishing, 
do  not  put  themselves  in  harm's  way  because  they  cannot  get  a 
good  boating  forecast,  where  someone  that  owns  a  yacht  has  the 
ability  to  do  that. 

So  my  proposal  would  be  that  you  maintain  some  sort  of  baseline 
weather  information  from  the  National  Weather  Service  across  the 
country.  The  National  Weather  Service  should  be  in  the  business 
of  collecting  the  data,  and  maintaining  the  standards  for  the  data 
and  the  public  warning  system.  But  then  when  you  get  to  the  dis- 
tribution of  data,  it  does  not  have  to  be  for  a  specific  industry  and 
a  specific  place  and  a  specific  point,  but  there  needs  to  be  from  the 
Federal  Government  some  general  weather  information  so  people  of 
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all  economic  levels  can  function  and  have  access  to  weather  data. 
I  think  that  must  be  preserved. 

There  is  also — I  will  give  you  an  example  from  my  part  of  the 
world  in  the  Florida  Keys  where  a  public/private  partnership  can 
exist.  I  will  be  very  brief  about  this.  In  the  Florida  Keys  there  is 
a  lot  of  concern  because  they  have  downsized  the  weather  office  in 
Key  West  and  they  do  not  feel  that  they  have  good  marine  forecast- 
ing coming  out  of  Miami  now.  I  have  suggested  that  maybe  what 
the  Government  in  the  Florida  Keys  needs  to  do  is  hire  a  private 
weather  forecaster  to  forecast  specifically  for  the  Florida  Keys  for 
the  day  to  day  boating  weather  because  it  is  good  for  their  econ- 
omy. 

However,  when  it  comes  to  providing  warnings,  safety  issues, 
even  in  the  Florida  Keys  and  everywhere  else  in  the  United  States, 
I  think  that  should  continue  to  be  a  Government  function.  As  I  say, 
if  an3^hing  is  in  the  purview  of  the  Government  it  should  be  na- 
tional security  and  public  safety. 

Thank  you. 

[The  prepared  statement  of  Mr.  Norcross  follows:] 

PREPARED  STATEMENT  OF  BRYAN  NORCROSS 

I'm  here  to  address  the  budget  cuts  that  would  result  in  a  considerable 
downsizing  of  the  National  Weather  Service,  the  functions  that  would  be  eliminated, 
and  the  idea  of  privatizing  many  of  the  services  currently  provided  by  the  public 
sector. 

First,  let's  talk  about  the  national  weather  system.  Data  is  collected  from  thou- 
sands of  observation  points  across  the  country,  and,  in  coordination  with  other  coun- 
tries, thousands  more  locations  around  the  world,  data  comes  from  satellites,  from 
radar  systems,  and  other  sources.  The  data  is  processed  and  analyzed  by  the  Na- 
tional Weather  Service,  and  then  the  raw  and  processed  data  is  distributed  to  pri- 
vate companies  for  further  distribution  and  further  analysis.  This  is  a  simple  de- 
scription of  a  complicated  system,  but  it  is  sufficient  to  discuss  the  appropriate  rolls 
of  the  public  sector  and  private  enterprise  in  the  system. 

If  there  is  no  other  function  for  government,  it  is  to  provide  for  the  national  secu- 
rity and  the  public  safety  from  external  forces.  The  profit  incentive  inherent  in  free 
enterprise  is  not  an  appropriate  component  of  the  public  safety  and  security  compo- 
nents of  the  national  weather  system.  "Incentive"  is  the  operative  word.  The  follow- 
ing elements  of  the  system  logically  fall  under  federal  control  because  a  profit  incen- 
tive is  not  in  the  public  interest: 

1 — Public.  Public  warning  system.  One  system  using  the  highest  current  tech- 
nology must  be  used  to  provide  the  best  and  most  accurate  emergency  weather 
warning  system  possible.  The  incentive  must  be  "greatest  public  safety  benefit".  I 
cannot  envision  an  uncoordinated  system  of  weather  information  warning  pilots  of 
severe  weather,  or  warning  long  coastlines  of  hurricanes,  or  warning  the  plains  of 
a  large  tornado  outbreak.  Competing  companies  (producing  potentially  conflicting 
warnings)  operating  with  profit  incentive  cannot,  intrinsically,  serve  the  public. 

This  has  been  proven  on  many  occasions,  notably  in  Hurricanes  Gilbert  and  Iniki 
where  evacuations  and  other  public  actions  were  taken  because  private  forecasters 
raised  concerns  in  conflict  with  the  National  Hurricane  Center.  Those  forecast 
tracks  proved  wrong,  the  public  was  not  served,  and  public  funds  were  spent. 

On  the  other  hand,  in  spite  of  the  rampant  growth  along  the  coastline,  deaths 
have  declined  dramatically  due  to  a  coordinated,  single,  federal  system  with  only  the 
public  safety  as  an  incentive.  First  and  foremost,  public  safety  cannot  be  com- 
promised by  subjecting  the  information  to  a  system  where  competitive  and  commer- 
cial pressures  are  present. 

2 — Public.  Satellite  system.  The  existence  and  quality  of  meteorological  satellite 
data  is  an  issue  of  both  national  security  and  public  safety.  This  data  is  necessary 
to  support  both  military  activities  and  is  a  critical  component  of  the  system  to  warn 
the  public  of  severe  and  life-threatening  weather.  It  is  clearly  in  the  federal  interest 
to  maintain  as  technologically-advanced  and  redundant  a  system  as  possible.  If  a 
satellite  would  fail  without  a  back-up,  public  safety  could  be  immediately  threat- 
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ened,  depending  on  the  season  and  the  location,  Again,  profit  motive  is  not  a  logical 
component  of  this  part  of  the  system. 

3 — Public.  Radar  system.  The  companion  to  the  satellite  system  is  the  radar  sys- 
tem. One  without  the  other  is  not  sufficient.  Essentially,  satellites  look  from  above, 
while  radars  look  from  below.  The  same  public  safety  issues  exist.  Without  the 
radar  "eyes"  covering  the  country,  severe  weather  cannot  be  tracked  and  predicted. 
Is  it  good  public  policy  to  only  provide  a  modern  warning  system  in  parts  of  the 
country  where  the  media  or  other  entities  can  afford  a  state-of-the-art  radar?  Any 
budget  that  pulls  back  from  the  commitment  to  cover  as  much  of  the  country  as  pos- 
sible with  radar  is  telling  taxpayers  that  the  government  is  not  interested  in  tneir 
safety  because  they  don't  live  near  enough  a  big  city  where  the  government  or  pri- 
vate industry  can  afford  the  latest  technology. 

4 — Public.  Environmental  research.  A  fundamental  component  of  any  scientific  en- 
deavor is  research.  As  more  Americans  move  to  the  coastlines,  the  public  safety  is- 
sues caused  by  hurricanes  become  ever  so  much  more  complex.  In  our  thirst  to  use 
our  natural  resources  for  the  public  benefit,  how  will  we  understand  the  effect  of 
a  new  form  of  fishing  or  drilling  or  mining,  without  the  scientific  research  necessary 
to  be  sure  we  are  not  doing  more  harm  than  good?  Research,  by  its  nature,  is  best 
done  with  the  incentive  being  public  good,  not  profit. 

So  the  question  is,  "Where  should  the  line  be  drawn,  and  what  is  the  appropriate 
criteria  for  deciding  what  part  of  the  system  should  be  in  the  private  sector?"  There 
clearly  is  a  place  for  private  enterprise  in  the  world  of  weather  information  dissemi- 
nation to  the  American  public.  In  the  parts  of  the  national  weather  system  where 
private  companies  can  compete  with  one  another  to  create,  innovate,  and  add  value 
to  the  raw  data,  the  public  is  served  and  free  enterprise  has  worked.  I'll  deal  specifi- 
cally with  those  areas  in  a  moment. 

The  delineating  feature  and  a  corollary  question  that  should  be  asked  of  each 
function  in  the  system  is,  "As  a  user,  if  I  don  t  like  the  job  that  Company  A  is  doing, 
either  because  they  cut  corners  to  make  money  or  they  lack  expertise,  is  there  a 
Company  B  to  turn  to?  Can  competition  work  in  this  part  of  the  system?" 

If  you  go  through  the  system  and  ask  those  questions,  there's  no  question  that 
parts  of  the  systems  must  be  handled  at  a  federal,  non-competitive  level.  I've  men- 
tioned some  of  those  above:  public  warning,  satellites,  radar,  and  research.  Addition- 
ally, weather  forecasting  and  analysis  is  a  science,  and  like  any  science  requires  spe- 
cific standards  to  operate  under.  The  computer  rule  of  "garbage  in,  garbage  out"  re- 
quires as  high  a  quality  of  data  as  possible  to  produce  good  forecasts  and  good 
warnings.  This  implies  that  the  data  collection  should  be  handled  under  a  unified, 
coordinated  system  where  the  standards  are  set  to  meet  scientific  requirements,  not 
profit  requirements  Private  companies  are  and  can  be  used  in  part  of  the  collection 
system,  but  the  country  needs  only  one  center  for  data  accumulation  . 

The  same  is  true  for  running  computer  models  and  analyzing  raw  data.  The  kind 
of  super-computers  necessary  to  handle  the  tremendous  number  of  calculations,  as 
a  practical  matter,  cannot  be  handled  in  the  private  sector. 

So  add  to  the  list  of  logical  federal  responsibilities: 

5 — Public.  Data  accumulation  system.  This  ensures  a  coordinated  pooling  of  raw 
weather  data  (including  that  required  in  treaties  with  the  rest  of  the  world)  to  sup- 
port the  computer  systems  necessary  to  predict  the  weather  and  provide  the  most 
accurate  warnings  possible. 

Now,  imagine  drawing  the  line  there.  The  federal  system  collects  the  data,  com- 
putes it,  handles  weather  warnings  for  aviation,  marine,  and  public  interests,  and 
the  private  sector  handles  the  other  day-to-day  functions.  On  the  surface  it  seems 
like  a  good  idea,  but  there  are  some  problems. 

Clearly,  it  is  logical  for  the  private  sector  to: 

1 — Private.  Distribute  weather  data.  The  universe  of  weather-data  users  is  large 
enough  that  Companies  A,  B,  C,  etc.  can  compete  for  enough  clients  to  make  it  fea- 
sible to  provide  the  service  efficiently. 

The  specialized  analysis  products  and  forecasts  that  are  generated  from  that  data 
are  more  difficult  to  put  in  one  column  or  the  other,  public  or  private.  The  difficulty 
does  not  come  in  the  ability  of  private  industry  to  provide  specialized  weather  prod- 
ucts. The  real  question  is  "To  what  extent  should  daily  weather  information  be 
available  only  to  those  who  can  afford  it?"  Should  we  create  weather  haves  and 
have-nots?  In  rural  areas  with  only  a  couple  of  radio  stations  operating  on  a  shoe- 
string, should  citizens  be  denied  daily  weather  forecasts?  Should  the  small  farmer, 
small  professional  fisherman,  or  retired  couple  going  out  for  a  day  on  the  lake  in 
their  small  boat  be  denied  a  forecast  because  they  can't  afford  the  "specialized"  fore- 
cast generated  by  a  private  company. 

I  think  the  answer  is  "no."  While  the  private  sector  does  and  should  supply  so- 
phisticated, value-added,  specific  products  for  users  and  industries  with  specific 
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needs,  all  Americans  should  have  access  to  basic  weather  information  and  forecasts 
necessary  to  plan  their  day-to-day  activities,  plant  their  fields,  or  operate  their  boats 
safely.  The  National  Weather  Service  should  provide  a  baseline  set  of  services  to 
that  end.  So  we  add: 

6 — Public.  Basic  weather  information  and  forecasts.  These  products  can  be  gen- 
erated by  the  same  local  offices  necessary  to  maintain  the  national  severe  weather 
warning  system.  Local  vagaries  and  nuances  of  topography,  geography,  and  popu- 
lation make  dramatic  differences  in  the  way  weather  develops  and  how  it  is  re- 
ported. This  implies  that  localization  is  critical  to  providing  accurate  and  timely 
warnings  of  dangerous  conditions. 

Finding  the  right  balance  between  localization  for  warning  quality  and  centraliza- 
tion for  efficiency  has  been  a  difficult  process  for  the  National  Weather  Service,  but, 
clearly,  local  human  knowledge  is  the  most  critical  component  of  a  warning  system. 

But,  to  the  private  side  we  add: 

2 — Private.  Specialized  forecasts  and  information.  Those  people,  companies,  and 
industries  that  can  afford  and  would  benefit  from  more  detailed  analysis  or  forecasts 
should  pay  for  it. 

Public /private  example 

And  there  is  a  roll  for  a  public/private  partnership.  An  example  is  in  the  Florida 
Keys  where  there  is  concern  about  the  quality  of  the  marine  forecasts  since  the  Na- 
tional Weather  service  office  in  Key  West  was  significantly  downsized.  The  govern- 
ment in  the  Keys  might  consider  hiring  a  private  forecaster  to  provide  detailed  boat- 
ing information  for  the  good  of  the  local  economy. 

It  should  continue,  however,  to  be  a  function  of  the  National  Weather  Service  to 
coordinate  a  system  of  warning  boaters  of  dangerous  conditions,  set  the  standards 
and  format  for  those  warnings,  and  review  and  analyze  severe  weather  that  does 
occur. 

You  would  not  want  a  private  forecast  service  issuing  a  Hurricane  Warning  for 
the  Keys.  It  would  cause  chaos. 

Technology  transition 

One  final  area  of  concern.  The  National  Weather  Service  is  in  the  middle  of  the 
transition  of  using  technology  as  old  as  the  1950s  to  the  new  1990s  systems.  This 
transition  has  been  painful  and  is  incomplete.  The  modernization  is  not  only  de- 
signed to  improve  the  ability  of  the  system  to  provide  warning  of  dangerous  weath- 
er, but  also  to  make  the  system  more  efficient.  It  is  not  fiscally  logical  to  interrupt 
that  transition  too  severely.  The  old  system  involved  people  at  every  turn.  The  new 
one  automates  many  functions.  I  believe  the  modernization  should  be  completed  and 
then  a  review  be  initiated  to  realize  the  most  benefit  from  the  new  systems. 

Chairman  RoTH.  Thank  you,  Mr.  Norcross. 

I  will  just  ask  a  few  questions  and  then  we  will  follow  up  with 
some  written  questions.  Mr.  Knauss,  I  think  in  your  testimony  you 
said  that  NOAA  should  be  scrubbed  but  kept  whole.  As  you  know, 
I  am  sympathetic  to  that  suggestion.  Are  there  any  areas  of  NOAA 
you  believe  could  be  eliminated,  downsized,  or  privatized? 

Mr.  Knauss.  I  think  the  speakers  on  both  sides  of  me  have  men- 
tioned one  area;  namely,  NOAA  does  provide  a  certain  amount  of 
specialized  forecasts  for  special  interests,  such  as  frost  forecasts  for 
farmers  in  Florida  and  these  kinds  of  things.  I  do  not  think  this 
is  a  NOAA  function.  I  think  that  generalized  forecasts  is  NOAA's 
responsibility.  Specialized  forecasts  are  not. 

I  would  also  point  out  that  NOAA  has  tried  for  some  years  to  re- 
duce the  number  of  weather  stations.  When  I  was  in  NOAA  we 
thought,  and  I  suspect  my  successor  still  thinks,  that  we  can  pro- 
vide adequate  forecasting  information  as  needed  within  the  United 
States  and  by  the  public  with  a  lot  fewer  weather  stations.  Perhaps 
somewhat  larger  weather  stations,  but  a  lot  fewer. 

We  had  great  difficulty — Mr.  Chairman,  it  is  almost  as  difficult 
to  close  down  a  weather  station  as  it  is  to  close  an  Army  base. 

Chairman  ROTH.  I  think  that  is  true. 


I 


191 

Mr.  Knauss.  So  in  that  sense  I  would  turn  this  one  back  to  you, 
sir.  I  would  think  that  we  would  need  help  from  Congress  in  being 
able  to  reduce  the  number  of  weather  stations.  That  would  save  not 
a  lot  of  money,  but  it  would  save  tens  of  millions  of  dollars  each 
year.  It  all  begins  to  add  up.  So  those  are  two  areas  I  would  think 
of  immediately. 

Chairman  RoTH.  What  about  the  NOAA  corps? 

Mr.  Knauss.  The  primary  role  of  the  NOAA  corps  in  terms  of 
charting  harbors  and  this  kind  of  thing  is  an  essential  function  of 
Government.  Whether  at  the  end  of  the  20th  century  it  is  nec- 
essary to  have  a  uniform  corps  to  perform  that  function  I  think  is 
now  an  open  question.  When  I  was  in  NOAA,  Mr.  Chairman,  we 
were  trying  to  establish  an  experiment;  to  have  a  certain  amount 
of  that  work  done  by  a  private  company  to  find  out  if  it  could  meet 
the  standards  that  we  had  in  NOAA,  whether  they  could  do  the 
work  as  cost  effectively  as  we  were  doing  it. 

I  think  that  experiment  is  now  being  conducted.  It  may  indeed 
be  possible  that  this  work  can  be  done — I  am  certain  this  work  can 
be  privatized.  If  that  is  the  case  then  maybe  there  is  no  need  for 
the  continuation  of  the  NOAA  corps. 

Chairman  ROTH.  Could  the  research  be  consolidated  with  similar 
research  in  other  agencies  such  as  EPA?  Let  me  just  follow  that  up 
with  a  final  question.  Could  any  grant  programs  be  eliminated? 

Mr.  Knauss.  One  can  do  an  extraordinary  amount  of  research, 
and  generally  speaking  the  more  fundamental  research  one  does 
the  more  one  learns  about  the  world.  I  think  it  is  just  a  question 
of  how  much  this  country  feels  it  can  afford.  You  cannot  eliminate 
all  of  it.  I  am  not  saying  you  buy  it  by  the  yard  but  certainly  the 
more  you  do,  the  more  we  learn.  Clearly,  because  of  the  work  we 
have  done  recently  on  hurricane  forecasting,  fundamental  research, 
we  are  now  better  at  it  than  we  used  to  be  and  hopefully  we  will 
get  better. 

One  of  the  proposals  in  the  bill  before  us  is  that  NOAA  close 
down  its  coastal  ocean  research  and  turn  that  over  to  EPA.  When 
I  was  in  NOAA  I  had  to  look  three  layers  down  below  Bill  Reilly, 
the  head  of  EPA,  to  find  a  non-lawyer.  Research  does  not  get  well- 
served  in  EPA.  They  are  a  regulatory  agency.  The  scientists  in  that 
organization  get  jerked  around — we  used  to  talk  about  they  had  to 
deal  with  the  pollutant  of  the  month.  That  is  not  a  way  to  either 
attract  and  keep  good  scientists  or  to  insure  that  good  science  is 
done. 

So  if  you  are  going  to  close  down  coastal  ocean  research  in  one 
agency  or  another,  I  would  respectfully  suggest  you  close  it  down 
in  EPA  and  keep  it  in  NOAA,  sir. 

Chairman  ROTH.  Thank  you,  Mr.  Knauss. 

Mr.  Comarow,  let  me  ask  you,  the  discussion,  as  you  know,  of 
trying  to  consolidate  the  number  of  Cabinet  departments  somewhat 
along  the  line  of  what  the  Ash  Council  recommended  many  years 
ago,  and  Mr.  Panetta  when  he  was  a  congressman  made  some  simi- 
lar suggestions.  A  number  of  us  have  taken  a  look  at  that  ap- 
proach. One  concern  that  is  expressed,  in  fact  I  think  it  was  ex- 
pressed earlier  here  this  morning,  that  is  if  you  try  to  consolidate 
all  these  you  are  just  going  to  build  a  huge  bureaucracy  that  is  less 
effective,  more  cumbersome  than  what  we  have  now.  A  lot  of  people 
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will  refer  to  the  Pentagon;  that  you  built  this  huge  new  bureauc- 
racy in  the  Department  of  Defense  and  then  you  continue  the  three 
services. 

I  wonder  what  your  answer  to  that  is.  Is  there  some  means — you 
certainly  can  make  an  argument  that  it  is  desirable  to  have  like 
activities  together  in  some  kind  of  a  grouping.  But  if  you  merely 
end  up  creating  a  new  hierarchy  with  many  more  layers  of  bu- 
reaucracy, you  are  not  achieving  what  the  private  sector  has  been 
able  to  do.  Certainly,  the  Government  is  not  the  private  sector;  we 
all  understand  that.  Is  there  some  way  of  creating  offices  that 
would  be  small  and  more  effective  and  would  enable  you  to  group 
them  along  the  lines  of  the  Ash  recommendation? 

Mr.  COMAROW.  It  is  a  very  tricky  business,  Mr.  Chairman,  and 
there  is  no  simple  answer.  The  Ash  Council  was  extremely  aware 
of  the  dangers  which  you  have  just  pointed  out.  One  of  the  prin- 
ciples which  I  referred  to  in  my  testimony  today  was  that  there 
must  be  some  assurance  that  the  functions  to  be  housed  in  a  single 
agency  not  only  belong  together  but  that  the  package  can  be  man- 
aged efficiently.  If  you  go  crazy  with  just  grouping  similar  func- 
tions, you  can  indeed  create  an  agency  or  a  department  or  an  orga- 
nization which  is  very  hard  to  manage. 

All  that  organizational  theorists  and  practitioners  can  do  is  rec- 
ognize that  danger,  be  extremely  aware  of  it  and  alert  to  it,  and 
ensure  that  it  does  not  happen.  Our  best  judgment  was  that  we  did 
walk  that  line  carefully  and  that  we  stopped  short  of  create  eight 
unmanageable  monsters.  But  all  a  good  organization  can  do,  Mr. 
Chairman,  is  make  it  easier  for  good  people  to  work,  and  a  bad  or- 
ganization makes  it  harder.  That  is  it.  Anybody  who  gives  you 
grandiose  promises  of  great  advantages  to  reorganization  probably 
has  not  been  through  the  process. 

Chairman  RoTH.  Mr.  Smith,  as  you  pointed  out,  weather  related 
data  collection  is  a  highly  complex,  technology-driven  process. 
There  is  tremendous  public  investment.  You  have  raised  some  in- 
triguing questions,  how  to  divide  the  management  roles  and  prop- 
erty rights  between  Government  and  commercial.  Can  you  offer 
any  specific  criteria  that  would  help  define  these  areas,  which 
would  have  implications  in  other  Government  functions? 

Mr.  Smith.  It  is  an  important  question  because  it  is,  in  effect,  the 
infrastructure  for  the  emergency  warning,  hurricane  warning  that 
Mr.  Norcross  spoke  about.  So  it  is  very  important  from  that  ele- 
ment. I  think  it  is  a  Federal  role.  I  think  most  people  that  are  in- 
volved in  weather-related  issues.  Government  or  private,  believe  it 
is  a  Weather  Service  role  or  a  Federal  Government  role. 

I  think  the  only  criteria  you  can  come  up  with  at  this  point  is 
the  technology.  The  technology  is  always  changing  and  I  think  that 
the  issue,  even  whether  or  not  it  is  a  Federal  Government  role, 
should  be  looked  at  in  10  years.  Looking  at  it  now  it  clearly  is  a 
Federal  Government  role. 

The  criteria?  I  think  if  a  private  sector  company — if  one  comes 
along  that  is  willing  to  do  data  collection — that  private  sector 
should  not  face  competition  from  the  Government,  that  private  sec- 
tor company.  I  think  that  is  the  best  criteria  that  at  least  we  can 
present  at  this  time. 
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Chairman  ROTH.  Would  you  have  any  comment  on  that,  Mr. 
Norcross? 

Mr.  Norcross.  There  is  a  fundamental  rule  of  computers  and 
that  is  garbage  in  garbage  out.  I  think  that  the  criterion,  as  I  said 
before,  for  determining  between  what  should  be  a  public  and  pri- 
vate role  is,  you  do  not  want  to  let  the  profit  motive  get  in  the  way 
of  the  quality  that  you  need  at  the  beginning  of  the  process. 

While  the  National  Weather  Service  employs  many  private  peo- 
ple and  organizations  to  gather  the  data  currently,  and  the  privat- 
ization of  that  process  is  continuing,  the  analysis  of  that  data  and 
the  standards  set  for  that  data  still  are  set  by  the  National  Weath- 
er Service.  And  it  is  a  very  finely-tuned  standard  to  be  sure  that 
the  input  to  the  computer  is  correct  so  that  the  output,  which  is 
used  to  make  forecasts  and  to  provide  enough  advance  warning 
time  is  as  good  as  we  can  get. 

So  my  concern  would  be  that  if  we  get  the  profit  motive  too  deep- 
ly involved  in  data  collection  where  compromises  have  to  be  made 
for  the  wrong  reason — profits  have  to  be  shown — that  we  can  end 
up  jeopardizing  the  other  end  of  the  system,  which  is  the  lifesaving 
end  of  the  system  which  is  the  conclusions  that  the  computers 
draw  from  that  data  collection  infrastructure. 

Chairman  Roth.  Mr.  Knauss? 

Mr.  Knauss.  Mr.  Chairman,  I  agree  with  everything  that  has 
been  said  on  that,  and  I  would  just  like  to  add  one  note  to  my  pre- 
vious comments  concerning  the  privatization  of  the  charting  of  har- 
bors and  doing  away  with  the  NOAA  corps.  It  is  very  critical  that 
whoever  does  the  charting  of  harbors,  measuring  bottom  depths, 
obstructions,  this  kind  of  thing,  that  it  has  a  Government  stamp 
of  approval  on  it,  which  I  think  means  that  even  if  it  is  privatized 
that  there  will  have  to  be  somewhere  within  the  system  the  equiva- 
lent of  a  few  NOAA  officers  overseeing  the  collection  of  that  data 
and  saying,  yes,  that  does  meet  our  standards. 

So  however  you  do  it  there  will  continue  to  be,  even  in  the  chart- 
ing of  harbors,  a  Federal  responsibility  of  looking  at  that  informa- 
tion and  guaranteeing  to  the  public  that  it  meets  the  quality  that 
they  expect. 

Chairman  RoTH.  Gentlemen,  I  appreciate  your  being  here  today. 
As  I  indicated  earlier,  we  undoubtedly  will  submit  some  further 
questions  to  you.  Thank  you  very  much. 

We  have  one  more  person,  Mr.  Edward  Kwiatkowski,  who  is  di- 
rector of  the  Great  Lakes  Manufacturing  Technology  Center,  and 
vice  president,  Cleveland  Advanced  Manufacturing  Program. 
Please  come  forward,  sir.  I  regret  that  there  was  a  mix-up  and  ap- 
preciate your  being  here  this  afternoon. 

TESTIMONY  OF  EDWARD  KWIATKOWSKI,  DIRECTOR,  GREAT 
LAKES  MANUFACTURING  TECHNOLOGY  CENTER,  AND  VICE 
PRESIDENT,  CLEVELAND  ADVANCED  MANUFACTURING  PRO- 
GRAM 

Mr.  Kwiatkowski.  Thank  you.  Mr.  Chairman,  members  of  the 
Committee,  I  am  Ed  Kwiatkowski.  I  am  vice  president  of  the  Cleve- 
land Advanced  Manufacturing  Program,  in  Cleveland,  Ohio,  and 
executive  director  of  "the  Great  Lakes  Manufacturing  Technology 
Center. 
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I  want  to  thank  the  Committee  for  the  opportunity  to  come  and 
speak  to  you  today  and  testify  in  support  of  the  Department  of 
Commerce's  extramural  technology  programs  and  in  particular  the 
Manufacturing  Extension  Partnership.  I  would  like  to  thank  the 
Committee  for  taking  a  leadership  position  on  the  Commerce  De- 
partment's review  and  taking  into  account  the  importance  of  tech- 
nology programs  to  the  United  States'  ability  to  compete  globally 
and  provide  high  quality  jobs  in  America. 

Today  I  will  speak  briefly  about  one  of  the  technology  programs 
that  truly  works,  has  measurable  results,  has  impacted  jobs,  and 
yet  is  relatively  new  by  Federal  standards.  That  is  the  Manufactur- 
ing Extension  Program,  which  is  managed  by  the  National  Insti- 
tute of  Standards  and  Technology,  which  is  aimed  at  increasing  the 
global  competitiveness  of  U.S.  manufacturing  small  to  medium- 
sized  companies.  The  success  of  the  Manufacturing  Extension  Pro- 
gram is  built  on  regional  and  local  technology  centers  like  the 
Cleveland  Advanced  Manufacturing  Program  in  Cleveland. 

CAMP  is  a  not-for-profit  organization  established  by  Cleveland 
business  leaders  in  1984  to  improve  the  competitiveness  of  the  re- 
gion's manufacturers.  Selected  by  the  State  of  Ohio  in  1984  as  one 
of  the  first  of  seven  Edison  Technology  Centers,  CAMP  accom- 
plishes its  technology  research,  development,  and  training  missions 
in  association  with  local  universities  and  colleges.  Chosen  by  the 
National  Institute  of  Standards  and  Technology,  NIST,  in  1988  as 
one  of  the  first  Federal  manufacturing  technology  centers,  CAMP 
carries  out  its  manufacturing  deployment  mission  through  a  per- 
manent professional  staff. 

CAMP  concentrates  on  providing  technical  modernization  serv- 
ices to  the  14,000  manufacturing  companies  located  in  northeast 
Ohio  and  northwest  Pennsylvania.  The  overwhelming  majority  of 
these  companies  are  small  and  medium-sized  manufacturers.  Over 
90  percent  have  less  than  100  employees.  Since  the  creation  of  the 
Great  Lakes  Manufacturing  Technology  Center  at  CAMP  6  years 
ago,  it  has  provided  a  broad  range  of  modernization  and  improve- 
ment services  to  over  2,500  manufacturers  in  the  region. 

The  GLMTC's  services,  which  are  typical  of  the  NIST  MEP  cen- 
ters, encourage  and  assist  small  manufacturers  in  modernizing 
their  business  practices,  their  plant  processes,  and  equipment,  and 
in  training  their  work  force,  thus  improving  their  ability  to  compete 
effectively  in  global  markets.  The  services  encompass  a  range  of 
manufacturer's  needs  including  manufacturing  engineering,  busi- 
ness systems,  and  work  force  development. 

Modernization  activities  are  initiated  by  field  staff  engineers  who 
visit  the  manufacturers,  assess  their  needs,  and  help  them  start 
projects  on  to  modernization.  The  GLMTC  also  employs  a  select 
group  of  technical  experts  who  assist  the  companies  by  managing 
these  improvement  projects.  In  addition  to  our  own  staff,  the 
GLMTC  utilizes  external  resources  at  local  universities,  in  the  pri- 
vate sector,  and  other  manufacturing  technology  centers. 

In  my  testimony  I  would  like  to  provide  an  overview  of  the  scope, 
mission,  and  requirements  of  the  MEP. 

What  is  the  Manufacturing  Extension  Partnership?  The  MEP  is 
a  national  network  of  organizations  that  provide  comprehensive, 
hands-on,   technical   support  to   modernizing  small   and  medium- 
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sized  manufacturers  as  they  upgrade  their  equipment,  improve 
their  production  processes  and  strengthen  their  business  perform- 
ance. The  NIST  MEP  program  awards  Hmited  Federal  funds  on  a 
competitive  basis  to  non-profit  manufacturing  extension  centers 
that  serve  firms  in  State  and  local  areas. 

The  centers  employ  experienced  field  engineers  to  help  smaller 
manufacturers  identify  and  carry  out  high  priority  improvement 
projects  in  areas  such  as  quality  assurance,  electronic  commerce, 
business  information  systems,  plant  layout,  market  development, 
computer-aided  design  and  manufacture,  waste  reduction,  work 
force  development,  and  rapid  prototyping. 

NIST  cooperates  with  State  Governments  to  select  and  set  up 
centers.  In  many  cases,  centers  build  upon  and  expand  established 
State  manufacturing  extension  programs  to  enhance  the  service  of- 
ferings and  outreach  program  to  serve  more  manufacturers  in  their 
region.  Centers  are  typically  private,  non-profit,  market-driven  or- 
ganizations. The  centers  are  not  part  of  a  Federal  or  State  Govern- 
ment. 

The  MEP  leverages  Federal,  State  and  local  funds.  The  Federal 
funds  are  matched  by  State  and  local  Government  funds  which  to- 
gether are  used  to  support  the  outreach  activities.  The  companies 
themselves  pay  for  the  cost  of  implementing  modernization 
projects.  Thus  Government  funds  serve  to  subsidize  the  education 
of  small  manufacturers  so  they  know  what  they  need  to  do  to  be- 
come more  globally  competitive.  However,  the  companies  must  pay 
for  actual  change. 

There  are  currently  44  manufacturing  extension  centers  in  32 
States  located  appropriately  to  serve  the  manufacturing  sector.  The 
centers  have  250  affiliates  and  over  500  public  and  private-linked 
organizations  supporting  manufacturing  extension. 

Why  is  the  Manufacturing  Extension  Partnership  necessary? 
Small  and  medium-sized  manufacturing  enterprises  are  the  foun- 
dation of  American  manufacturing  muscle.  Small  firms  fi'om  all  re- 
gions of  the  country  produce  parts,  components,  systems,  and  tool- 
ing for  large  manufacturers  who  sell  their  products  worldwide. 
They  form  the  broad  supplier  base  of  our  great  metropolitan  manu- 
facturing centers  and  anchor  jobs  in  small  cities  and  towns  across 
the  United  States. 

The  381,000  small  and  medium-sized  manufacturing  establish- 
ments employ  a  total  of  11.8  million  people  which  represents  65 
percent  of  the  Nation's  manufacturing  jobs.  Their  combined  annual 
payroll  of  $322  billion  represents  58  percent  of  the  manufacturing 
payroll  in  America.  These  manufacturing  companies  are  respon- 
sible for  the  sector's  only  job  growth  in  recent  decades,  adding  1.71 
million  jobs  since  1967. 

Today,  America's  smaller  manufacturers  are  challenged  as  never 
before.  To  perform  in  the  emerging  global  marketplace,  they  must 
master  modern  technologies,  management  techniques,  and  methods 
of  work  organization.  Our  economy  will  be  stronger  if  thousands  of 
small  to  mid-size  firms  accelerate  modernization  of  their  design, 
production,  and  marketing  capabilities,  and  the  management  meth- 
ods that  focus  them. 

But  too  few  small  companies  are  modernizing.  The  productivity 
growth  of  smaller  manufacturers  lags  behind  larger  firms.  Larger 
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manufacturers  improved  their  productivity  at  an  annual  average 
rate  of  2.9  percent  from  1967  to  1987.  Small  and  medium-sized 
manufacturers,  on  the  other  hand,  productivity  grew  at  an  average 
of  only  1.3  percent  during  the  same  years.  This  represents  one-half 
of  the  growth  of  the  large  firms. 

Small  manufacturers  are  only  69  percent  as  productive  as  large 
ones,  according  to  the  most  recent  data,  down  from  79  percent  in 
1967.  Market  forces  alone  cannot  reverse  this  dangerous  three-dec- 
ade trend.  A  national  network  of  centers  with  some  public  support 
can  overcome  the  cost  of  sales  barrier  to  serving  large  numbers  of 
small  and  medium-sized  manufacturers,  thus  modifying  the  market 
forces  in  order  to  drive  modernization  of  the  industrial  base. 

Is  the  Manufacturing  Extension  Partnership  working?  A  just- 
published  study  based  on  a  1994  Dun  &  Bradstreet  survey  found 
that  small  and  medium-sized  manufacturers  served  by  MEPs  are 
up  to  six  times  more  likely  to  undertake  specific  improvement  ac- 
tions than  those  of  similar  size,  type  of  operation,  and  unit  volumes 
not  assisted  by  a  center. 

When  MEP  customers  carry  out  a  project,  they  pay  for  it,  they 
want  results.  During  the  program  year  ending  in  June  of  1994,  the 
seven  centers  established  between  1989  and  1992  delivered  services 
to  over  10,000  small  and  medium-sized  manufacturers,  completing 
over  2,800  technical  assistance  projects  and  formal  assessments. 
The  average  project  resulted  in  $191,000  in  increased  sales, 
$17,000  in  reduced  inventory,  $23,000  in  savings  fi-om  labor  and 
material  costs,  and  five  jobs  retained  or  created.  This  is  for  every 
project  worked  by  the  system. 

Recent  evaluation  data  shows  that  manufacturing  firms  are  re- 
porting total  economic  impact  returns  of  eight  dollars  for  every 
Federal  dollar  invested  in  the  centers.  This  return  on  Federal  in- 
vestment is  so  high  because  of  the  additional  dollars  leveraged 
from  the  States  and  from  fee-for-service  paying  customers,  as  well 
as  the  actual  high  impact  of  the  projects. 

What  should  Congress  do  to  help  build  up  the  Manufacturing  Ex- 
tension Partnership?  The  MEP  program  has  been  bipartisan  since 
its  inception  under  President  Reagan,  its  establishment  under 
President  Bush,  and  its  expansion  under  President  Clinton.  It  has 
received  growing  support  from  Congress  since  1989.  Currently,  $90 
million  is  appropriated  for  fiscal  year  1995.  The  President  has  re- 
quested $147  million  for  the  MEP  appropriation  in  fiscal  year  1996. 

While  the  Federal  investment  in  the  MEP  has  grown  rapidly  in 
percentage  terms  in  recent  years,  the  sums  are  very  modest  when 
compared  to  other  technology  programs  or  the  $70  billion  Federal 
R&D  budget.  Unlike  many  technology  grants  that  provide  funds  to 
individual  companies,  I  would  remind  you  that  these  funds  support 
the  outreach  and  infrastructure  of  the  centers  and  is  not  given  to 
any  particular  company. 

Every  smaller  manufacturer  in  America  with  the  resolve  to  mod- 
ernize and  compete  in  today's  global  environment  must  have  access 
to  reliable,  effective,  objective,  and  affordable  services  of  the  manu- 
facturing extension  center.  To  meet  this  goal  in  the  1990's,  Federal 
investment  in  the  MEP  must  grow  along  the  lines  of  the  Adminis- 
tration's request. 
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Currently,  Federal  funding  for  37  of  the  44  centers  comes  from 
the  ARPA  Technology  Reinvestment  Project.  This  support  will  end 
in  1996  and  1997.  Those  MEP  centers  that  have  performed  well 
can  continue  as  part  of  the  national  network  only  if  they  can  com- 
pete for  MEP  appropriated  funds.  Also,  new  centers  serving  regions 
not  yet  reached  by  the  MEP  network  cannot  be  established  unless 
the  MEP  appropriation  is  increased. 

Investing  in  the  capacity  to  reach  many  more  firms  with  this  pro- 
gram is  good  policy,  and  should  have  bipartisan  support.  The  tax 
incentives  for  manufacturing  modernization  that  the  Congress  may 
approve  will  have  much  more  impact  if  thousands  of  smaller  manu- 
facturers can  get  good  advice  from  extension  centers  as  they  choose 
and  implement  new  technology. 

A  successful  MEP  will  help  reduce  the  deficit  through  economic 
growth.  Prospering  small  and  medium-sized  manufacturers  will  in- 
crease taxable  incomes  and  reduce  social  safety  net  outlays.  In- 
creasing small  and  medium-sized  manufacturers'  productivity 
growth  by  only  a  modest  amount  will  generate  substantial  Federal 
revenue. 

Successful  and  proven  technology  programs  like  the  NIST  MEP 
should  be  continued  and  receive  appropriate  funding  to  carry  out 
their  mission.  I  urge  you  to  invest  the  resources  necessary  to  sup- 
port continuous  modernization  of  America's  manufacturing  indus- 
trial base.  The  need  is  there. 

Thank  you  for  letting  me  testify  and  I  would  be  willing  to  answer 
any  questions  you  might  have. 

Chairman  ROTH.  Let  me  ask  you,  as  you  know,  one  of  the  things 
we  are  trying  to  do  is  downsize  Government,  reduce  expenditures. ' 
Why  cannot  this  kind  of  service  be  privatized?  Why  can  it  not  be 
done  in  the  private  sector? 

Mr.  KWIATKOWSKI.  In  the  past  6  years  that  the  MEP  program 
has  been  functioning  I  think  it  has  proven  that  the  small  to  me- 
dium-sized manufacturers,  those  manufacturers  under  500  employ- 
ees generally  get  ignored  by  the  large  firms  that  generally  get  in- 
volved in  consulting.  So  the  small  companies,  the  cost  of  sales  of 
doing  business  with  a  small  company  I  think  is  prohibitive  of  let- 
ting the  natural  forces  take  care  of  helping  these  small  companies 
make  decisions  to  implement  technology  that  will  help  them  grow 
and  to  be  globally  competitive. 

So  I  believe  that  you  have  to  have  an  organization  like  an  MEP 
that  will  help  the  small  companies  through  investments  by  the 
Federal  Government  and  by  the  State  Governments  in  partnership 
to  help  them  reach  these  companies. 

Chairman  ROTH.  That  was  going  to  be  my  next  question.  If  it 
cannot  be  done  in  the  private  sector,  why  can  it  not  be  done  at  the 
State  level?  I  gather  that  in  some  States,  Virginia  for  example,  the 
program  has  not  succeeded.  They  have  closed  it  down.  Why  is  it  not 
something  that  should  be  done  at  the  State  level  depending  on  how 
important  manufacturing  is  to  that  State? 

Mr.  KWIATKOWSKI.  I  think  it  is  a  case  of  the  States  looking  for 
partnerships  to  help  reach  these  companies.  The  States,  like  the 
Federal  Government  are  looking  at  scarce  resources,  financial  re- 
sources within  their  own  States.  They  have  large  agendas  to  help 
meet  the  needs  of  the  State.  I  think  the  manufacturing  sector,  the 
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States  look  for  a  partnership  between  Government  and  private  in- 
dustry to  help  finance  that  cost  of  sales  that  you  need  to  to  reach 
the  small  to  medium-sized  manufacturers. 

Chairman  RoTH.  The  hour  is  late.  I  appreciate  your  coming  in  at 
this  time. 

Mr.  KwiATKOWSKl.  Sorry  about  the  mix-up  in  time. 

Chairman  RoTH.  It  is  unfortunate  there  was  that  mix-up.  We  are 
glad  you  were  able  to  come.  We  appreciate  your  taking  the  time  to 
state  your  case.  Thank  you  very  much. 

[Whereupon,  at  2:06  p.m.,  the  Committee  was  adjourned.] 
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A  BILL 

To  abolish  the  Department  of  Commerce. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE. 

4  This  Act  may  be  cited  as  the  "Department  of  Com- 

5  merce  Dismanthng  Act". 

6  SEC.  2.  TABLE  OF  CONTENTS. 

7  The  table  of  contents  for  this  Act  is  as  follows: 

Sec.   1.  Short  title. 

Sec.  2.  Table  of  contents. 

TITLE  I— ABOLISHMENT  OF  DEPARTMENT  OF  COMMERCE 

Sec.   101.  Reestablishment  of  Department  as  Commerce  Programs  Resolution 

Agency. 
Sec.  102.  Functions. 
Sec.   103.  Deputy  Administrator. 
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Sec.  104.  Coiitiiiiiatioii  of  semce  of  (k'partmi'iit  officers. 

Sec.  105.   Keorpraiiizatioii. 

Sec.  106.  Abolishment  of  (Commerce  Progrrani.s  Kt'solutioii  Afp-iicy. 

Sec.  107.  GAO  report. 

Sec.  108.  (Conforming:  amendments. 

Sec.  109.  Effective  date. 

TITLE  II— DISPOSITION  OP"  PARTICULAR  PROGRAilS,  PTNX'TIOXS, 
ASD  AGENTIES  OF  DEPARTMENT  OF  COMMERCE 

Sec.  201.  Economic  development. 

Sec.  202.  Export  control  finictions. 

Sec.  203.   National  security  finictions. 

Sec.  204.   International  trade  functions. 

Sec.  205.  Patent  and  Trademark  Office. 

Sec.  206.  Technology'  Admini.stration. 

Sec.  207.   Reorffanization  of  the  Bureau  of  the  Census. 

Sec.  208.  Reorganization  of  the  Bureau  of  Economic  Analysis. 

Sec.  209.  Terminated  functions  of  NTL\. 

Sec.  210.  Transfer  of  .spectnmi  management  finictions. 

Sec.  211.   National  Oceanic  and  Atmospheric  Administration. 

Sec.  212.  Miscellaneous  abolishments. 

Sec.  213.  Effective  date. 

See.  214.  Sense  of  Congress  regarding  user  fees. 

TITLE  III— MISCELL^VNEOl'S  PROMSIONS 

Sec.  301.  References. 

Sec.  302.  Exercise  of  authorities. 

Sec.  303.  SavTngs  pro\isions. 

Sec.  304.  Transfer  of  assets. 

Sec.  305.  Delegation  and  assignment. 

Sec.  306.  Authority  of  Administrator  with  respect  to  finictions  transferred. 

Sec.  307.  Proposed  changes  in  law. 

Sec.  308.  Certain  vesting  of  functions  considered  transfers. 

Sec.  309.  Definitions. 

Sec.  310.  Limitation  on  annual  expenditures  for  contiiuied  functions. 

1  TITLE  I— ABOLISHMENT  OF 

2  DEPARTMENT  OF  COMMERCE 

3  SEC.   101.  REESTABLISHMENT  OF  DEPARTMENT  AS  COM- 

4  MERCE  PROGRAMS  RESOLUTION  AGENCY. 

5  (a)  REESTABLISHMENT. — The  Department  of  Com- 

6  merce  is  hereby  redesigciiated  as  the  Commerce  Programs 

7  Resolution  Agency,  whicli  shall  be  an  independent  agency 

8  in  the  executive  branch  of  the  Government. 
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1  (b)  Administrator. — 

2  (1)  In'  GEN'EitiVL. — There  shall  be  at  the  head 

3  of  the  Agency  an  Administrator  of  the  Agency,  who 

4  shall  be  appointed  by  the  President,  by  and  \\nth  the 

5  ad\iee  and  consent  of  the  Senate.  The  Agency  shall 

6  be  administered  under  the  supervision  and  direction 

7  of  the  Administrator.   The  Administrator  shall   re- 

8  ceive  compensation  at  the  rate  prescribed  for  level  II 

9  of  the  Executive  Schedule  under  section  5313  of  title 

10  5,  United  States  Code. 

11  (2)     Initial     appointment     of     adminis- 

12  TRiVTOR. — Notwithstanding  any  other  provision   of 

13  this  Act  or  any  other  law,  the  President  may,  at  any 

1 4  time  after  the  date  of  the  enactment  of  this  Act,  ap- 

15  point  an  individual  to  serve  as  Administrator  of  the 

16  Commerce  Programs  Resolution  Agency  (who  may 

17  be  the  Secretaiy  of  Commerce),  as  such  position  is 

18  established  under  paragraph   (1).   An   appointment 

19  under  this  paragraph  may  not  be  consti-ued  to  affect 

20  the  position  of  Secretaiy  of  Commerce  or  the  au- 

21  thority  of  the   Secretary  before  the  effective  date 

22  specified  in  section  109(a). 

23  (c)  Duties. — The  Administrator  shall  be  responsible 

24  for— 
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1  (1)  the  administration  and  wind-up,  during  the 

2  wind-up  period,  of  all  finietions  of  the  Administrator 

3  pursuant  to  section  102  and  the  other  provisions  of 

4  this  Act; 

5  (2)  the  administration  and  wind-up,  during  the 

6  wind-up  period,  of  any  outstanding  obligations  of  the 

7  Federal  Government  under  any  programs  terminated 

8  or  repealed  by  this  Act;  and 

9  (3)  taking  such  other  actions  as  may  be  nec- 

10  essary,  before  the  termination  date  specified  in  sec- 

11  tion  106(d),  to  wind  up  any  outstanding  affairs  of 

12  the  Department  of  Commerce. 

13  SEC.  102.  FUNCTIONS. 

14  Except  to  the  extent  a  fimction  is  abolished  or  vested 

15  in  another  official  or  agency  by  this  Act,  the  Administrator 

16  shall  perform  all  functions  that,  immediately  before  the 

17  effective  date  specified  in  section  109(a),  were  functions 

18  of  the  Department  of  Commerce  (or  any  office  of  the  De- 

19  partment)  or  were  authorized  to  be  performed  by  the  Sec- 

20  retaiy  of  Commerce  or  any  other  officer  or  employee  of 

21  the  Department  in  the  capacity  as  such  officer  or  em- 

22  ployee. 

23  SEC.  103.  DEPUTY  ADMINISTRATOR, 

24  The  Agency  shall  have  a  Deputy  Administrator,  who 

25  shall— 
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1  (1)  be  appointed  by  and  report  to  the  Adminis- 

2  trator;  and 

3  (2)  perform  such  functions  as  may  be  delegated 

4  by  the  Administrator. 

5  SEC.  104.  CONTINUATION  OF  SERVICE  OF  DEPARTMENT  OF- 

6  FICERS. 

7  (a)  Continuation  of  Service  of  Secretary. — 

8  The  individual  serving-  on  the  effective  date  specified  in 

9  section  109(a)  as  the  Secretary  of  Commerce  may  serve 

10  and  act  as  Administrator  until  the  earlier  of — 

11  ( 1 )  the  date  an  individual  is  appointed  under 

12  this  title  to  the  position  of  Administrator;  or 

13  (2)  the  end  of  the  120-day  period  provided  for 

14  in  section  3348  of  title  5,  United  States  Code  (relat- 

15  ing  to  limitations  on  the  period  of  time  a  vacancy 

16  may  be  filled  temporarily). 

17  (b)  Continuation  of  Service  of  Other  Offi- 

18  CERS. — ^An  individual  serving  on  the  effective  date  speci- 

19  fied  in  section  109(a)  as  an  officer  of  the  Department  of 

20  Commerce  other  than  the  Secretary  of  Commerce  may 

21  continue  to  serve  and  act  in  an  equivalent  capacity  in  the 

22  Agency  until  the  earlier  of — 

23  (1)  the  date  an  individual  is  appointed  under 

24  this  title  to  the  position  of  Administrator;  or 
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1  (2)  the  end  of  the  1 20-day  period  provided  for 

2  in  section  3348  of  title  5,  United  States  Code  (relat- 

3  ing  to  hmitations  on  the  period  of  time  a  vacancy 

4  may  be  filled  temporarily)  with  respect  to  that  ap- 

5  pointment. 

6  (e)  Compensation  for  Continued  Service. — ^Any 

7  person — 

8  (1)  who  serves  as  the  Administrator  under  sub- 

9  section  (a),  or 

10  (2)  who  serves  under  subsection  (b), 

11  after  the  effective  date  specified  in  section  109(a)  and  be- 

12  fore  the  first  appointment  of  a  person  as  Administrator 

13  shall  continue  to  be  compensated  for  so  serving  at  the  rate 

14  at  which  such  person  was  compensated  before  that  effec- 

1 5  tive  date. 

16  SEC.  105.  REORGANIZATION. 

17  The  Administrator  may  allocate  or  reallocate  any 

18  function  of  the  Agency  pursuant  to  this  Act  among  the 

19  officers  of  the  Agency,   and  may  establish,  consolidate, 

20  alter,  or  discontinue  in  the  Commerce  Programs  Resolu- 

21  tion  Agency  any  organizational  entities  that  were  entities 

22  of  the  Department  of  Commerce,  as  the  Administrator 

23  considers  necessary  or  appropriate. 
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1  SEC.  106.  ABOLISHMENT  OF  COMMERCE  PROGRAMS  RESO- 

2  LUTION  AGENCY. 

3  (a)  In  Gexeiial. — Effective  on  the  termination  date 

4  specified  in  subsection  (d),  the  Commerce  Programs  Reso- 

5  lution  Agency  is  abohshed. 

6  (b)  Abolition  of  Functions. — Except  for  func- 

7  tions  transferred  or  otherwise  continued  by  this  Act,  all 

8  functions  that,  immediately  before  the  termination  date 

9  specified  in  subsection  (d),  were  functions  of  the  Com- 

10  merce  Progi'ams  Resolution  Agency  are  abolished  effective 

1 1  on  that  termination  date. 

12  (c)  Plan  for  Winding  Up  Affairs. — Not  later 

13  than  the  effective  date  specified  in  section   109(a),  the 

14  President  shall  submit  to  the  Congress  a  plan  for  winding 

15  up  the  affairs  of  the  Agency  in  accordance  with  this  Act 

16  by  not  later  than  the  termination  date  specified  in  sub- 

17  section  (d). 

18  (d)    Termination    Date. — The    termination    date 

19  under  this  subsection  is  the  date  that  is  3  years  after  the 

20  date  of  the  enactment  of  this  Act. 

21  SEC.  107.  GAO  REPORT. 

22  Not  later  than  180  days  after  the  date  of  enactment 

23  of  this  Act,  the  Comptroller  General  of  the  United  States 

24  shall  submit  to  the  Congress  a  report  that  shall  include 

25  recommendations  for  the  most  efficient  means  of  achiev- 

26  ing,  in  accordance  with  this  Act — 
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1  (1)   the  complete   abolishment  of  the   Depart- 

2  merit  of  Commerce;  and 

3  (2)  the  termination  or  transfer  or  other  con- 

4  tinuation    of  the   functions   of  the   Department   of 

5  Commerce. 

6  SEC.  108.  CONFORMING  AMENDMENTS. 

7  (a)  Pkesidextiai.  Succession. — Section  19(d)(1) 

8  of  title  3,  United  States  Code,  is  amended  by  striking 

9  ' '  Secretary  of  Commerce, ' ' . 

10  (b)  Executive  Departments. — Section  101  of  title 

1 1  5,  United  States  Code,  is  amended  by  striking  the  follow- 

12  ing  item: 

13  "The  Department  of  Commerce.". 

14  (c)  Secretary's  Compensation. — Section  5312  of 

15  title  5,  United  States  Code,  is  amended  by  striking  the 

16  following  item: 

17  "Secretary  of  Commerce.". 

18  (d)  Compensation  for  Positions  at  Le\^l  III. — 

19  Section  5314  of  title  5,  United  States  Code,  is  amended — 

20  (1)  by  striking  the  following  item: 

21  "Under   Secretary  of  Commerce,    Under   See- 

22  retary  of  Commerce  for  Economic  Affairs,   Under 

23  Secretary  of  Commerce  for  Export  Administration 

24  and  Under  Secretary  of  Commerce  for  Travel  and 

25  Tourism."; 


207 


9 

1  (2)  by  striking  the  following:  item: 

2  "Under  Seeretar}^  of  Commerce  for  Oceans  and 

3  Atmosphere,  the  incumbent  of  which  also  ser\^es  as 

4  Administrator  of  the  National  Oceanic  and  Atmos- 

5  pheric  Administration.";  and 

6  (3)  by  striking  the  following  item: 

7  "Under    Secretarv^    of    Commerce    for    Tech- 

8  nology.". 

9  (e)  Compensation  for  Positions  at  LE\Ti:L  IV. — 

10  Section  5315  of  title  5,  United  States  Code,  is  amended — 

11  (1)  by  striking  the  following  items: 

12  "Assistant  Secretaries  of  Commerce  (11)."; 

13  (2)  by  striking  the  following  item: 

14  "General  Counsel  of  the  Department  of  Com- 

15  meree."; 

16  (3)  by  striking  the  following  item: 

17  "Assistant  Secretary  of  Commerce  for  Oceans 

18  and  Atmosphere,  the  incumbent  of  which  also  serves 

19  as  Deputy  Administrator  of  the  National  Oceanic 

20  and  Atmospheric  Administration."; 

21  (4)  by  striking  the  following  item: 

22  "Director,  National  Institute  of  Standards  and 

23  Technology,  Department  of  Commerce."; 

24  (5)  by  striking  the  following  item: 
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1  "Inspector     General,     Department     of     Com- 

2  merce."; 

3  (6)  by  striking  the  following;  item: 

4  "Chief  Financial  Officer,  Department  of  Com- 

5  merce.";  and 

6  (7)  by  striking  the  following  item: 

7  "Director,  Bureau  of  the  Census,  Department 

8  of  Commerce.". 

9  (f)  Compensation  for  Positions  at  Lem^l  V. — 

10  Section  5316  of  title  5,  United  States  Code,  is  amended — 

11  (1)  by  striking  the  following  item: 

12  "Director,   United   States   Travel   Service,    De- 

13  partment  of  Commerce.";  and 

14  (2)  by  striking  the  following  item: 

15  "National  Export  Expansion  Coordinator,  De- 

16  partment  of  Commerce.". 

17  (g)  Inspector  General  Act  of  1978. — The  In- 

18  spector  General  Act  of  1978  (5  U.S.C.  App.)  is  amend- 

19  ed— 

20  (1)  in  section  9(a)(1),  by  striking  subparagraph 

21  (B); 

22  (2)  in  section  11(1),  by  striking  "Commerce,"; 

23  and 

24  (3)  in  section  11(2),  by  striking  "Commerce,". 
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1  SEC.  109.  EFFECTIVE  DATE. 

2  (a)  In  General. — Except  as  provided  in  subsection 

3  (b),  this  title  shall  take  effect  on  the  date  that  is  6  months 

4  after  the  date  of  the  enactment  of  this  Act. 

5  (b)  Provisions  Effective  on  Date  of  Enact- 

6  MENT. — The  following  provisions  of  this  title  shall  take  ef- 

7  feet  on  the  date  of  the  enactment  of  this  Act: 

8  (1)  Section  101(b). 

9  (2)  Section  106(c). 
10  (3)  Section  107. 

11  TITLE  II— DISPOSITION  OF  PAR- 

12  TICULAR    PROGRAMS,    FUNC- 

13  TIONS,  AND  AGENCIES  OF  DE- 

14  PARTMENT  OF  COMMERCE 

15  SEC.  201.  ECONOMIC  DEVELOPMENT. 

16  (a)  Terminated  Functions. — The  Public  Works 

17  and  Economic  Development  Act  of  1965  (42  U.S.C.  3121 

18  et  seq.)  is  repealed. 

19  (b)  Transfer  of  Financial  Obligations  Owed 

20  TO  THE  Department. — There  are  transferred  to  the  Sec- 

21  retaiy  of  the  Treasury  the  loans,  notes,  bonds,  debentures, 

22  securities,  and  other  financial  obligations  o^\^led  by  the 

23  Department  of  Commerce  under  the  Public  Works  and 

24  Economic  Development  Act  of  1965,  together  with  all  as- 

25  sets  or  other  rights  (including  security  interests)  incident 

26  thereto,  and  all  liabilities  related  thereto.  There  are  as- 
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1  sig^ied  to  the  Secretary  of  the  Treasury  the  functions, 

2  powers,  and  abihties  vested  in  or  delegated  to  the  Sec- 

3  retary  of  Commerce  or  the  Department  of  Commerce  to 

4  manage,  service,  collect,  sell,  dispose  of,  or  otherwise  real- 

5  ize  proceeds  on  obligations  owed  to  the  Department  of 

6  Commerce  under  authority  of  such  Act  with  respect  to  any 

7  loans,  obligations,  or  guarantees  made  or  issued  by  the 

8  Department  of  Commerce  pursuant  to  such  Act. 

9  (c)  Audit. — Not  later  than  18  months  after  the  date 

10  of  the  enactment  of  this  Act,  the  Comptroller  General  shall 

1 1  conduct  an  audit  of  all  grants  made  or  issued  by  the  De- 

12  partment  of  Commerce  under  the  Public  Works  and  Eco- 

13  nomic  Development  Act  of  1965  in  fiscal  year  1995  and 

14  all  loans,  obligations,  and  guarantees  and  shall  transmit 

15  to  Congress  a  report  on  the  results  of  such  audit. 

1 6  SEC.  202.  EXPORT  CONTROL  FUNCTIONS. 

17  (a)  Transfer  to  Secretary  op  Defense. — 

18  (1)  In  general. — Except  as  pro\aded  in  this 

19  section,  all  functions  of  the  Secretary  of  Commerce, 

20  the  Under  Secretary  of  Commerce  for  Export  Ad- 

21  ministration,   the   2   Assistant   Secretaries  of  Com- 

22  merce  appointed  under  section  15(a)  of  the  Export 

23  Administration    Act    of    1979     (50    U.S.C.    App. 

24  2414(a)),  and  the  Department  of  Commerce,  on  the 

25  day  before   the   effective   date   specified   in   section 
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1  109(a),    under   the    Export   Administration   Act   of 

2  1979  are  transferred  to  the  Secretary  of  Defense. 

3  (2)    Consultation   with    ustr. — The    Sec- 

4  retary   of   Defense    shall    consult   with   the    United 

5  States  Trade  Representative  with  respect  to  any  li- 

6  censing  decision  under  the   Export  Administration 

7  Act  of  1979. 

8  (b)  Short  Supply  Controls. — All  functions  of  the 

9  Secretary  of  Commerce,  on  the  day  before  the  effective 

10  date  specified  in  section  109(a),  under  section  7  of  the 

11  Export  Administration   Act   of   1979    (50    U.S.C.    App. 

12  2406),  and  under  all  other  provisions  of  that  Act  to  the 

13  extent  that  such  provisions  apply  to  section  7,  are  trans- 

14  ferred  to  the  President. 

15  (c)  Enforcement. — 

16  (1)  General  transfer. — ^All  functions  of  the 

17  Secretary  of  Commerce  and  the  Department  of  Com- 

18  merce,  on  the  day  before  the  effective  date  specified 

19  in   section    109(a),   under   sections    11(c),    12,    and 

20  13(c),  (d),  and  (e)  of  the  Export  Administration  Act 

21  of    1979    (50    U.S.C.    App.    2410(c),    2411,    and 

22  2412(c),   (d),  and  (e))  are  transferred  to  the  Sec- 

23  retar\'  of  the  Treasur\\ 

24  (2)    Transfer    of    enforcement    person- 

25  nel. — Not    more    than    60    United    States    special 


212 

14 

1  agents  of  the  Bureau  of  Export  Administration  of 

2  the  Department  of  Commerce  who,  on  the  day  be- 

3  fore  the  effective  date  specified  in  section  109(a), 

4  were  assigned  to  perform   functions  under  section 

5  12(a)  of  the  Export  Administration  Act  of  1979  may 

6  be  transferred  to  the  Customs  Service  to  carrv^  out 

7  functions  transferred  by  paragraph  (1).  The  Direc- 

8  tor  of  the  Office  of  Management  and  Budget  shall 

9  determine  the  special  agents  to  be  transferred  under 

10  this  paragraph. 

11  (d)  Anti-Boycott  Compliance. — All  functions  of 

12  the  Secretary  of  Commerce  and  the  Department  of  Com- 

13  merce,  on  the  day  before  the  effective  date  specified  in 

14  section  109(a),  under  section  8  of  the  Export  Administra- 

15  tion  Act  of  1979  (50  U.S.C.  App.  2407),  and  under  all 

16  other  provisions  of  that  Act  to  the  extent  that  such  pro\i- 

17  sions  apply  to  section  8,  are  transferred  to  the  Attorney 

18  General. 

19  (e)  Termination  of  Office  of  Foreign  Avail- 

20  ABILITY;  APPOINTMENT  OF  INDUSTRIES  BOiVRD. — 

21  (1)  Termination  of  office. — The  Office  of 

22  Foreign  Availability  established  under  section  5(f)(6) 

23  of   the    Export    Administration    Act    of    1979    (50 

24  U.S.C.  App.  2404(f)(6))  is  abolished. 
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1  (2)   Conforming  amendment. — Section   5(f) 

2  of   the    Export    Administration    Act    of    1979    (50 

3  U.S.C.  App.  2404(f))  is  amended  by  striking  para- 

4  graph  (6).  _ 

5  (3)  Appointment  of  industries  board. — 

6  The   President   sliall   appoint   an   industries   board, 

7  composed  of  representatives  of  industries  affected  by 

8  matters  relating  to  foreign  availabihty  under  the  Ex- 

9  port  Administration  Act  of  1979,  to  advise  the  Sec- 

10  retary^  of  State  with  respect  to  such  matters,  except 

1 1  that  no  Federal  funds  may  be  made  available  to  the 

12  industries  board  to  carry  out  its  functions. 

13  (f)  Buying  Power  Maintenance  Account. — The 

14  authority  of  the  Secretary  of  Commerce  under  section  108 

15  of  title  I  of  Public  Law  100-202  (101  Stat.  1329-7)  to 

16  establish  a  Bujdng  Power  Maintenance  account  is  trans- 

17  ferred  to  the  Secretary  of  State  for  purposes  of  carrying 

18  out  functions  under  the  Export  Administration  Act  of 

19  1979  that  are  transferred  to  the  Secretary  of  State  under 

20  this  section. 

21  (g)  Technical  and  Conforming  Amendments. — 

22  (1)    Section    15   of  the  Export  Administration 

23  Act  of  1979  (50  U.S.C.  App.  2414(a))  is  amended 

24  by  striking  subsection  (a)  and  inserting  the  foUow- 

25  ing:  "(a)  [Resented].". 
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1  (2)  The  Office  of  the  Under  Secretary  of  Com- 

2  merce  for  Export  Administration  is  aboHshed. 

3  SEC.  203.  NATIONAL  SECURITY  FUNCTIONS. 

4  (a)  Transfer  of  Functions. — Functions  of  the 

5  Secretar}^  of  Commerce  immediately  before  the  effective 

6  date  specified  in  section  109(a) — 

7  (1)  under  section  232  of  the  Trade  Expansion 

8  Act  of  1962  (19  U.S.C.  1862)  are  transferred  to  the 

9  International  Trade  Commission; 

10  (2)  under  section  309  of  the  Defense  Produc- 

11  tion  Act  of  1950  (50  U.S.C.  App.  2099)  are  trans- 

12  ferred  to  the  Secretary  of  Defense;  and 

13  (3)  under  section  722  of  the  Defense  Produc- 

14  tion  Act  of  1950  (50  U.S.C.  App.  2171)  are  trans- 

15  ferred  to  the  Secretary  of  the  Treasury. 

16  (b)  National  Defense  Technology  ^vno  Indus- 

17  TRIAL  Base  Council. — Section  2502(b)  of  title  10,  Unit- 

18  ed  States  Code,  is  amended  by  striking  paragraph  (3)  and 

19  redesignating  paragraphs  (4)  and  (5)  as  paragraphs  (3) 

20  and  (4),  respectively. 

21  (e)  Appointment  of  Committees  of  Industry 

22  Representatives. — The  President  should  appoint  eom- 

23  mittees  composed  of  representatives  of  appropriate  indus- 

24  tries  to  advise  the  National  Security  Council  with  respect 

25  to  those  matters  affecting  industry  addressed  by  the  Sec- 
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1  retan^  of  Commerce  to  the  National  Security  Council  be- 

2  fore  the  effective  date  specified  in  section  109(a). 

3  SEC.  204.  E^TTERNATIONAL  TRADE  FUNCTIONS. 

4  (a)  Tariff  Act  of  1930;  Uruguay  Round  Agree- 

5  MENTS  Act. — 

6  (1)  Transfer  to  united  states  trade  rep- 

7  RESENTATIVE. — ^All   functions   of  the   International 

8  Trade  Administration  of  the  Department  of  Com- 

9  merce,  immediately  before  the  effective  date  speci- 

10  fied  in  section  109(a),  under  titles  III  and  VII  of  the 

11  Tariff  Act  of  1930,  and  all  functions  of  the  admin- 

12  istering   authority   or   the    Secretary  of  Commerce 

13  under   the    Uruguay   Round   A^eements   Act,    are 

14  transferred  to  the  United  States  Trade  Representa- 

15  tive. 

16  (2)       Conforming       amendment. — Section 

17  771(1)    of   the    Tariff   Act    of    1930    (19    U.S.C. 

18  1677(1))  is  amended  by  striking  "Secretary  of  Com- 

19  merce"   and   inserting  "United   States   Trade  Rep- 

20  resentative". 

21  (b)  Foreign  Trade  Zones  Board. — Subsection  (b) 

22  of  the  first  section  of  the  Act  of  June  18,  1934  (commonly 

23  knoAVTi  as  the  "Foreign  Trade  Zones  Act")  (48  Stat.  999, 

24  chapter  590;  19  U.S.C.  81a(b))  is  amended  by  striking 

25  "Secretary'  of  Commerce,  who  shall  be  chairman  and  exec- 
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1  utive  officer  of  the  Board,  the  Secretary  of  the  Treasury" 

2  and  inserting  "Secretary  of  the  Treasury,  who  shall  be 

3  chairman  and  executive  officer  of  the  Board,  the  United 

4  States  Trade  Representative". 

5  (c)   United  States  and  Foreign  Commercial 

6  Service. — 

7  (1)   Renaming  and  abolition  op  certain 

8  functions. — The  United  States  and  Foreign  Com- 

9  mercial  Service  shall,  upon  the  effective  date  speci- 

10  fied   in   section    109(a),   be  known   as  the   "United 

11  States  Foreign   Commercial   Service"    (hereafter  in 

12  this  subsection  referred  to  as  the  "Commercial  Serv- 

13  ice").  All  operations  of  the  Commercial  Service  in 

14  the  United  States  (other  than  those  performed  at 

15  the    headquarters    office    referred    to    in     section 

16  2301(c)   of  the  Export  Enhancement  Act  of  1988 

17  (15  U.S.C.  4721(c))  with  respect  to  the  foreign  op- 

18  erations  of  the  Commercial  Service)  are  abolished. 

19  (2)    Transfer    to    ustr. — The    Commercial 

20  Service    and    its    functions    are   transferred    to    the 

21  United  States  Trade  Representative.  All  functions 

22  performed    immediately    before    the    effective    date 

23  specified  in  section  109(a)  by  the  Secretary-  of  Com- 

24  merce  or  the  Department  of  Commerce  with  respect 
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1  to  the  Commercial   Sei-vice   are  transferred  to  the 

2  United  States  Trade  Representative. 

3  (3)  Director  general. — (A)  The  head  of  the 

4  Commercial  Service  shall,   as  of  the  effective  date 

5  specified  in  section  109(a),  be  the  Director  General 

6  of  the  United  States  Foreign  Commercial  Service. 

7  (B)  Section  5315  of  title  5,  United  States  Code, 

8  is  amended  by  striking  "Assistant  Secretary  of  Com- 

9  merce  and  Director  General  of  the  United  States 
10  and  Foreign  Commercial  Service"  and  inserting  "Di- 
ll rector  General  of  the  United  States  Foreign  Com- 

12  mereial  Service.". 

13  (C)    The   individual   serving  as  Assistant   Sec- 

14  retary  of  Commerce  and   Director  General   of  the 

15  United  States  and  Foreign  Commercial  Service  im- 

16  mediately  before  the  effective  date  specified  in  sec- 

17  tion  109(a)  may  serve  as  the  Director  General  of  the 

18  United  States  Foreign  Commercial  Service  on  and 

19  after  such  effective  date  until  a  successor  has  taken 

20  office.  Compensation  for  any  service  under  this  sub- 

21  paragraph  shall  be  at  the  rate  at  which  the  individ- 

22  ual  was  compensated  immediately  before  the  effec- 

23  tive  date  specified  in  section  109(a). 

24  (4)  Transfer  of  commercial  service  offi- 

25  CERS. — The  transfer  to  the   United   States   Trade 
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1  Representative  pursuant  to  this  section  of  any  Com- 

2  mercial  Service  Officer  serving  immediately  before 

3  the  effective  date  specified  in  section   109(a)  shall 

4  not  cause  such  officer  to  be  reduced  in  rank,  grade, 

5  or  compensation. 

6  (d)  Export  Promotion  Programs. — 

7  (1)     TliANSFER. — ^All    export    promotion    pro- 

8  grams  (as  defined  in  section  201(d)  of  the  Export 

9  Administration  Amendments  Act  of  1985  (15  U.S.C. 

10  4051(d)))  carried  out  by  the  Secretary'  of  Commerce 

11  or  the  Department  of  Commerce  immediately  before 

12  the   effective   date   specified   in   section    109(a)    are 

13  transferred  to  the  United  States  Trade  Representa- 

14  tive. 

15  (2)   Prwate   p^'UNDING. — ^With  respect  to  any 

16  program  transferred  under  paragi'aph  (1),  no  funds 

17  made   available   to   the   United   States   Trade   Rep- 

18  resentative  may  be  used  in  carrying  out  such  pro- 

19  gi'ani,  but  the  United  States  Trade  Representative 

20  may  require  the  persons  to  whom  services  are  pro- 

21  \ided  by  the  Office  of  the  United  States  Trade  Rep- 

22  resentative  under  such  program  to  pay  for  such  sen'- 

23  ices. 

24  (e)  Trade  Information. — ^All  functions  of  the  Sec- 

25  retarj-^  of  Commerce  under  the  International  Investment 
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1  and  Trade  in  Services  Sui-vey  Act  (22  U.S.C.  3101  et  seq.) 

2  are  transferred  to  the  Secretary  of  the  Treasury. 

3  (f)  International  Economic  Policy. — All  func- 

4  tions  performed  by  the  Assistant  Secretary  of  Commerce 

5  for  International  Economic  Policy  and  the  Office  of  Inter- 

6  national  Economic  Policy  of  the  Department  of  Commerce 

7  immediately  before  the  effective  date  specified  in  section 

8  109(a)  are  aboHshed. 

9  (g)  Functions  With  Respect  to  Textile  Agree- 

10  ments. — 

11  (1)  Transfer  of  functions. — Notwithstand- 

12  ing  the  provisions  of  Executive  Order   11651   and 

13  Executive  Order  12475  (7  U.S.C.   1854  note),  the 

14  functions  of  the  Committee  for  the  Implementation 

15  of  Textile  A^eements  (hereafter  in  this  subsection 

16  referred  to  as  "CITA")  are  transferred  as  follows: 

17  (A)  All  functions  related  to  policy  formula- 

18  tion  for  textile  and  apparel  trade,  including  the 

19  negotiation  and  implementation  of  textile  and 

20  apparel  trade  agi'eements,  and  all  related  activi- 

21  ties  performed  by  CITA  immediately  before  the 

22  effective  date  specified  in  section   109(a),  and 

23  not  specified  in  paragraphs  (2)  through  (4),  are 

24  transferred  to  the  United  States  Trade  Rep- 

25  resentative. 
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1  (B)  All  functions  related  to  economic  anal- 

2  ysis  of  textile  and  apparel  trade  patterns,  deter- 

3  mination  of  serious  damage,  or  actual  threat 

4  thereof,  to  domestic  United  States  industry  and 

5  related  safeguards  matters,  including  the  tran- 

6  sitional  safeguard  provisions  under  Article  6  of 

7  the  Agreement   on    Textiles   and   Clothing  re- 

8  ferred  to  in  section  101(d)(4)  of  the  Uruguay 

9  Round  A^eements  Act  (19  U.S.C.  3511(d)(4)), 

10  and  analysis  of  the  impact  of  foreign  tariff  and 

1 1  nontariff  barriers  on  textile  and  apparel  trade, 

12  and   all  related   acti\ities  performed  by  CITA 

13  immediately  before  the  effective  date  specified 

14  in  section  109(a),  are  transferred  to  the  United 

15  States  Trade  Representative. 

16  (C)  All  functions  related  to  the  promotion 

17  and  foreign  market  expansion  of  United  States 

18  textile  and  apparel  production  are  transferred 

19  to  the  United  States  Foreign  Commercial  Serv- 

20  ice. 

21  (D)    All    functions    related    to    monitoring 

22  quota  utilization  and  enforcement,  and  actions 

23  to  address  the  circumvention  of  quotas,  as  de- 

24  scribed  in  the  statement  of  administrative  ac- 

25  tion  accompanying  the  Uruguay  Round  Agree- 
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1  ments  (as  defined  in  section  2  of  the  Uriig;uay 

2  Round  Agreements  Act  (19  U.S.C.  3501)),  are 

3  transferred  to  the  Secretary  of  the  Treasur}\ 

4  (2)  Abolition  of  cita. — CITA  is  aboHshed. 

5  (h)  Fair  Trade  in  Auto  Parts. — ^All  functions  of 

6  the  Secretary  of  Commerce  under  the  Fair  Trade  in  Auto 

7  Parts  Act  of  1988  (15  U.S.C.  4701  et  seq.)  are  trans- 

8  f erred  to  the  International  Trade  Commission. 

9  (i)  Other  TriVDE  Functions. — 

10  (1)  Interagency  trade  organization. — The 

11  President  shall  provide  for  the  direct  participation 

12  by  representatives  of  industry  on  the  Interagency 

13  Trade  Organization  established  under  section  242  of 

14  the  Trade  Expansion  Act  of  1962  (19  U.S.C.  1872), 

15  to  carry  out  appropriate  functions  of  the  Secretary 

16  of  Commerce  as  a  member  of  such  organization  be- 

17  fore  the  effective  date  specified  in  section  109(a). 

18  (2)   Export  trading  companies. — (A)   The 

19  functions  of  the  Secretary  of  Commerce  under  the 

20  Export  Trading  Company  Act  of  1982  (15  U.S.C. 

21  4001  through  4003),  and  the  Office  of  Export  Trade 

22  established  under  section  104  of  that  Act,  are  abol- 

23  ished. 

24  (B)   The  functions  of  the   Secretary  of  Com- 

25  merce  under  title  III  of  the  Act  of  October  8,  1982 
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1  (15  U.S. C.  4011  et  seq.),  are  transferred  to  the  Sec- 

2  retary  of  the  Treasury. 

3  (C)  Conforming  amendments. — (i)  The  Ex- 

4  port  Trading  Company  Act  of  1982  (15  U.S.C.  4001 

5  through  4003)  is  repealed. 

6  (ii)  The  section  heading  for  section  301  of  the 

7  Exi:)ort  Trading  Company  Act  of  1982  (15  U.S.C. 

8  4011),  is  amended  by  striking  "COMMERCE"  and  in- 

9  serting  "TREASURY". 

10  (iii)    Section    311(7)    of   the    Export    Trading 

11  Company   Act    of    1982    (15    U.S.C.    4021(7)),    is 

12  amended    by    striking    "Commerce"    and    inserting 

13  "Treasury". 

14  (j)  Appointment  of  Industries  Boards. — The 

15  President  shall  appoint  industries  boards,  composed  of 

16  representatives  of  industries  in  the  private  sector,  to  ad- 

17  vise  the  Secretary  of  the  Treasury  and  the  United  States 

1 8  Trade  Representative  with  respect  to  functions  transferred 

19  to  them  under  this  section. 

20  (k)  Gifts  and  Bequests. — 

21  (1)  In  general. — The  Secretary  of  State,  the 

22  Secretary  of  the  Treasury,  and  the  United  States 

23  Trade  Representative  are  authorized  to  accept,  hold, 

24  administer,  and  utilize  gifts  and  bequests  of  prop- 

25  erty,  both  real  and  personal,  for  the  purpose  of  aid- 
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1  ing-    or    facilitating    the    performance    of   functions 

2  transferred  to  them  under  this  section  and  section 

3  202.  Gifts  and  bequests  of  money  and  the  proceeds 

4  from  sales  of  other  property  received  as  gifts  or  be- 

5  quests  shall  be  deposited  in  the  United  States  Treas- 

6  ur\'  in  a  separate  fund  and  shall  be  disbursed  on 

7  order  of  the  Secretary  of  State,  the  Secretary  of  the 

8  Treasur}^  or  the  United  States  Trade  Representa- 

9  five.  Property  accepted  pursuant  to  this  paragraph, 

10  and  the  proceeds  thereof,  shall  be  used  as  nearly  as 

1 1  possible  in  accordance  with  the  terms  of  the  gift  or 

12  bequest. 

13  (2)  Tax  treatment. — For  the  purpose  of  Fed- 

14  eral  income,  estate,  and  gift  taxes,  and  State  taxes, 

15  property  accepted  under  subsection  (a)  shall  be  con- 

16  sidered  a  gift  or  bequest  to  or  for  use  of  the  United 

17  States. 

18  (3)  Iw^STMENT. — The  Secretary  of  the  Treas- 

19  ur\'   may  invest   and   reinvest   in   securities   of  the 

20  United  States  or  in  securities  guaranteed  as  to  prin- 

21  cipal  and  interest  by  the  United  States  any  moneys 

22  contained  in  the  fund  provided  for  in  subsection  (a). 

23  Income  accruing  from  such  securities,  and  from  any 

24  other  property  held  by  the  Secretar}^  of  State,  the 

25  Secretary'  of  the   Treasury,   or  the   United   States 
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1  Trade   Representative   pursuant   to   subsection    (a), 

2  shall  be  deposited  to  the  credit  of  the  fund,  and  shall 

3  be  disbursed  upon  order  of  the  Secretary  of  State, 

4  the  Secretary'  of  the  Treasury,  or  the  United  States 

5  Trade  Representative. 

6  (1)  Information  Sharing. — It  is  the  sense  of  the 

7  Congress  that  any  department  or  agency  of  the  United 

8  States  that  compiles  information  on  international  econom- 

9  ics  or  trade  make  that  information  available  to  other  de- 

10  partments  and  agencies  performing  functions  relating  to 

1 1  international  trade. 

12  (m)      Trade     Adjustment     Assistance     for 

13  Firms.— Chapter  3  of  title  II  of  the  Trade  Act  of  1974 

14  (19  U.S.C.  2341  et  seq.)  and  the  items  relating  to  such 

1 5  chapter  in  the  table  of  contents  for  that  Act,  are  repealed. 

1 6  SEC.  205.  PATENT  AND  TRADEMARK  OFFICE. 

17  (a)  Transfer  to  Department  of  Justice. — Ef- 

18  fective  as  of  the  date  specified  in  section  109(a) — 

19  (1)  the  Patent  and  Trademark  Office  shall  be 

20  transferred  to  the  Department  of  Justice;  and 

21  (2)  all  functions  which,  immediately  before  such 

22  date,  are  functions  of  the  Secretary  of  Commerce 

23  under  title  35,  United  States  Code,  or  any  other 

24  provision  of  law  with  respect  to  the  functions  of  the 
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1  Patent  and  Trademark  Office,  are  transferred  to  the 

2  Attorney  General. 

3  (b)  Funding. — 

4  (1)  Costs  paid  from  fees. — ^All  costs  of  the 

5  activities  of  the  Patent  and  Trademark  Office  shall 

6  be  paid  from  fees  paid  to  the  Office  under  title  35, 

7  United  States  Code,  the  Act  of  July  5,  1946  (com- 

8  monly  known  as  the  "Trademark  Act  of  1946")  (60 

9  Stat.  427  et  seq.,  chapter  540;  15  U.S.C.  1051  et 

10  seq.),  section   10101  of  the  Omnibus  Budget  Rec- 

11  onciliation  Act  of  1990  (35  U.S.C.  41  note),  or  other 

12  provision  of  law. 

13  (2)  Funds  available  without  appropria- 

14  tion. — (A)  Section  42(c)  of  title  35,  United  States 

15  Code,  is  amended  by  striking  "to  carry  out,  to  the 

16  extent  provided  in  appropriation  Acts,"  and  insert- 

17  ing  ",  without  appropriation,  to  carry  out". 

18  (B)    Section    10101(b)(2)(B)    of  the   Omnibus 

19  Budget  Reconcihation  Act  of  1990  (35  U.S.C.  41 

20  note)  is  amended  by  striking  "to  the  extent  pro\'ided 

21  in  appropriation  Acts"  and  inserting  "without  ap- 

22  propriation". 

23  (c)  Adjustment  of  Fees. — Section  41(f)  of  title 

24  31,  United  States  Code,  is  amended  to  read  as  follows: 
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1  "(f)  The  Commissioner  may  adjust  the  fees  estab- 

2  Hshed  under  this  section  on  October  1  of  each  year  to 

3  cover  the  estimated  cost  to  the  activities  of  the  Office.". 

4  (d)  Service  op  Incumbents. — Those  indi\iduals 

5  serving  as  Commissioner  of  Patents  and  Trademarks, 

6  Deputy  Commissioner  of  Patents  and  Trademarks,  Assist- 

7  ant   Commissioner  of  Patents,    and  Assistant   Commis- 

8  sioner  of  Trademarks,  immediately  before  the  effective 

9  date  specified  in  section  109(a),  may  continue  in  such  of- 

10  fice  on  and  after  such  effective  date  until  a  successor  has 

1 1  taken  office.  Compensation  for  any  sei-vice  under  this  sub- 

12  section  shall  be  at  the  rate  at  which  the  individual  was 

13  compensated  immediately  before  the  effective  date  speci- 

14  fied  in  section  109(a). 

15  (e)  Rule  of  Construction. — For  purposes  of  title 

16  III,  the  transfer  of  the  Patent  and  Trademark  Office  to 

17  the  Department  of  Justice  under  this  section  shall  be 

18  treated  as  if  it  involved  a  transfer  of  functions  from  one 

19  office  to  another. 

20  (f)  Technical  and  Conforming  Amendments. — 

21  (1)  Section  1  of  title  35,  United  States  Code, 

22  is  amended  to  read  as  follows: 

23  **§  1.  Establishment 

24  "The  Patent  and  Trademark  Office  is  an  agency  of 

25  the  United  States  within  the  Department  of  Justice,  where 
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1  records,  books,  drawings,  specifications,  and  other  papers 

2  and  things  pertaining  to  patents  and  trademark  registra- 

3  tions  shall  be  kept  and  preserved,  except  as  otherwise  pro- 

4  vided  by  law.". 

5  (2)  Title  35,  United  States  Code,  is  amended  by 

6  striking  "Secretary  of  Commerce"  each  place  it  ap- 

7  pears  and  inserting  "Attorney  General". 

8  (3)  Section  3  of  title  35,  United  States  Code, 

9  is  amended  by  striking  subsection  (d). 

10  (4)  Section  5316  of  title  5,  United  States  Code, 

11  is  amended  by  striking 

12  "Commissioner    of    Patents,     Department    of 

13  Commerce." 

14  and  inserting 

15  "Commissioner  of  Patents  and  Trademarks.". 

1 6  SEC.  206.  TECHNOLOGY  ADMINISTRATION. 

17  (a)  Technology  Administration. — 

18  (1)  General  rule. — Except  as  otherwise  pro- 

19  vided  in  this  section,  the  Technology  Administration 

20  shall  be  terminated  on  the  effective  date  specified  in 

21  section  213(a). 

22  (2)  Office  of  technology  policy. — The  Of- 

23  fice  of  Technolog}^  Policy  is  hereby  terminated. 

24  (b)    National    Institute    of    Standards   and 

25  Technology. — 
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1  (1)  General  rule. — Except  as  otherwise  pro- 

2  vided  in  this  subsection,  the  National  Institute  of 

3  Standards   and   Technologj^   (in  this  subsection   re- 

4  ferred  to  as  the  "Institute")  shall  be  transferred  to 

5  the  National  Science  Foundation. 

6  (2)  Functions  of  director. — Except  as  oth- 

7  erwise  provided  in  this  subsection,  upon  the  transfer 

8  under  paragraph  (1),  the  Director  of  the  Institute 

9  shall  perform  all  functions  relating  to  the  Institute 

10  that,  immediately  before  the  effective  date  specified 

11  in  section  213(a),  were  functions  of  the  Secretary  of 

12  Commerce  or  the  Under  Secretary  of  Commerce  for 

13  Technology,  including  the  administration  of  section 

14  17  of  the  Stevenson-Wydler  Technology  Innovation 

15  Act  of  1980  (15  U.S.C.  3711a). 

16  (3)  Laboratories. — (A)   The  laboratories  of 

17  the  Institute  shall  be  transferred  to  the  Commerce 

18  Programs  Resolution  Agency. 

19  (B)  The  Commerce  Progi-ams  Resolution  Agen- 

20  cy  shall  attempt  to  sell  the  property  of  the  labora- 

21  tories  of  the  Institute,  within  18  months  after  the 

22  effective  date  specified  in  section  213(a),  to  a  private 

23  sector  entity  intending  to  perform  substantially  the 

24  same  functions  as  were  performed  by  the  labora- 
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1  tories  of  the  Institute  immediately  before  such  effee- 

2  tive  date. 

3  (C)  If  no  offer  to  purchase  property  under  sub- 

4  paragri-aph  (B)  is  received  within  the  18-month  pe- 

5  riod  described  in  such-_aubparagrraph,  the  Commerce 

6  Programs  Resolution  Agency  shall  submit  a  report 

7  to  the  Congi'ess  containing  recommendations  on  the 

8  appropriate  disposition  of  the  property  and  functions 

9  of  the  laboratories  of  the  Institute. 

10  (c)    Natioxai^    Technical    Information    Serv- 

11  ICE. — 

12  (1)  Sale  op  property. — The  Commerce  Pro- 

13  grams  Ptesolution  Agency  shall  attempt  to  sell  the 

14  property    of    the    National    Technical    Information 

15  Service,  within   18  months  after  the  effective  date 

16  specified  in  section  213(a),  to  a  private  sector  entity 

17  intending  to  perform  substantially  the  same  func- 

18  tions  as  were  performed  by  the  National  Technical 

19  Information  Sendee  immediately  before  such  effec- 

20  tive  date. 

21  (2)  Recommendations. — If  no  offer  to  pur- 

22  chase  property  under  paragraph  ( 1 )  is  received  with- 

23  in  the  18-month  period  described  in  such  paragi-aph, 

24  the   Commerce   Programs   Resolution  Agency   shall 

25  submit   a   report  to   the   Congress   containing  rec- 
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1  ommendations  on  the  appropriate  disposition  of  the 

2  property  and  functions  of  the  National  Technical  In- 

3  formation  Service. 

4  (3)  Funding. — No  Federal  funds  may  be  ap- 

5  propriated  for  the  National   Technical   Information 

6  Service  for  any  fiscal  year  after  fiscal  year  1995. 

7  (d)  Amendments. — 

8  (1)  National  institute  of  standards  and 

9  TECHNOLOGY     ACT. — The     National     Institute     of 

10  Standards  and  Technology  Act  (15  U.S.C.  271  et 

11  seq.)  is  amended — 

12  (A)  in  section  2 — 

13  (i)  in  subsection  (b) — 

14  (I)    by    striking    paragraph    (1); 

15  and 

16  (II)  by  redesignating  paragraphs 

17  (2)   through   (11)   as  paragraphs   (1) 

18  through  (10),  respectively;  and 

19  (ii)   in  subsection  (d),  by  striking  ", 

20  including  the  progi-ams  established  under 

21  sections  25,  26,  and  28  of  this  Act"; 

22  (B)  in  section  10,  by  striking  "Advanced" 

23  in  both  the  section  heading  and  subsection  (a), 

24  and  inserting  in  lieu  thereof  "Standards  and"; 

25  and 
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1  (C)  by  striking-  sections  24,  25,  26,  and 

2  28. 

3  (2)  StEVENSON-WYDLER  TECHNOLOCxY  iwova- 

4  TIOX   ACT   OF    1980.— The   Stevenson-Wydler   Tech- 

5  nology  Innovation  Act  of  1980  (15  U.S.C.  3701  et 

6  seq.)  is  amended — 

7  (A)  in  section  3,  by  striking  parag:r'aj)li  (2) 

8  and  redesignating  paragraphs  (3)  through  (5) 

9  as  paragi-aphs  (2)  through  (4),  respectively; 

10  (B)   in  section  4,  by  striking  paragi-aphs 

11  (1),  (4),  and  (13)  and  redesignating  paragraphs 

12  (2),  (3),  (5),  (6),  (7),  (8),  (9),  (10),  (11),  and 

13  (12)  as  paragraphs  (1)   through   (10),   respec- 

1 4  tively; 

15  (C)  by  striking  sections  5,  6,  7,  8,  9,  and 

16  10; 

17  (D)  in  section  11 — 

18  (i)  in  subsection  (c)(3),  by  striking  ", 

19  the    Federal    Laboratory    Consortium    for 

20  Technology  Transfer,"; 

21  (ii)  in  subsection  (d) — 

22  (I)  in  paragraph  (2),  by  striking 

23  "and  the  Federal  Laboratory^  Consor- 

24  tium  for  Technology  Transfer";  and 
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1  (II)  in  paragraph  (3),  by  striking 

2  ",   and  refer  such  requests"   and   all 

3  that  follows  through  "available  to  the 

4  Service";  and 

5  (iii)  by  striking-  subsection  (e);  and 

6  (E)  in  section  17 — 

7  (i)  in  subsection  (c) — 

8  (I)  in  paragraph  (1),  by  striking 

9  "Subject  to  paragraph  (2),  separate" 

10  and  inserting  "Separate"; 

11  (II)    by   striking  paragraph    (2); 

12  and 

13  (III)  by  redesignating  paragraph 

14  (3)  as  paragraph  (2);  and 

15  (ii)  in  subsection  (f),  by  inserting  "ad- 

16  ministrative"  after  "fluids  to  cany  out". 

17  SEC.  207.  REORGANIZATION  OF  THE  BUREAU  OF  THE 

18  CENSUS. 

19  (a)  Ix  General. — Effective  as  of  the  date  specified 

20  in  section  213(a) — 

21  (1)  the  Bureau  of  the  Census  shall  be  trans- 

22  ferred  to  the  Department  of  the  Treasury;  and 

23  (2)  all  functions  which,  immediately  before  such 

24  date,  are  functions  of  the  Secretary  of  Commerce 
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1  under  title  13,  United  States  Code,  shall  be  trans- 

2  ferred  to  the  Secretary  of  the  Treasury. 

3  (b)  Interim  Service. — The  individual  serving  as  the 

4  Director  of  the  Census  immediately  before  the  reorganiza- 

5  tion  under  this  section  takes  effect  may  continue  serving 

6  in  that  capacity  until  a  successor  has  taken  office.  Com- 

7  pensation  for  any  sei-vice  under  this  subsection  shall  be 

8  at  the  rate  at  which  such  individual  was  compensated  im- 

9  mediately  before  the  effective  date  of  the  reorganization. 

10  (c)  Sense  of  the  Congress. — It  is  the  sense  of  the 

1 1  Congress  that  the  Bureau  of  the  Census  should — 

12  (1)  make  appropriate  use  of  any  authority  af- 

13  forded  to  it  by  the  Census  Address  List  Improve- 

14  ment  Act  of  1994  (Public  Law  103-430;  108  Stat. 

15  4393),  and  take  measures  to  ensure  the  timely  im- 

16  plementation  of  such  Act;  and 

17  (2)  streamline  census  questionnaires  to  promote 

1 8  sa\ings  in  the  collection  and  tabulation  of  data. 

19  (d)  Amendments. — Effective  as  of  the  date  specified 

20  in  section  213(a) — 

21  (1)    Tl^VNSFER    OF    THE    BUREAU    TO    THE    DE- 

22  PARTMENT  OF  THE   TREASURY. — (A)   Section   2   of 

23  title  13,  United  States  Code,  is  amended  by  striking 

24  "is  continued  as"  and  all  that  follows  through  the 

25  period  and  inserting  "is  an  agency  within,  and  under 
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1  the  jurisdiction  of,  the  Department  of  the  Treas- 

2  uiy.". 

3  (B)  Section  12  of  the  Act  of  February  14,  1903 

4  (32   Stat.   830,   chapter  552;    15   U.S.C.    1511)   is 

5  amended  by  striking:  subsection  (e)  and  redesignat- 

6  ing  subsections  (f)  and  (g)  as  subsections  (e)  and 

7  (f),  respectively. 

8  (2)  Definition  of  secretary. — Section  1(2) 

9  of  title  13,  United  States  Code,  is  amended  by  strik- 

10  ing  "Seeretaiy  of  Commerce"   and  inserting  "Sec- 

1 1  retary  of  the  Treasury". 

12  (3)  References  in  title  i.s,  united  states 

13  CODE,   TO  THE   DEPARTMENT   OF  COMMERCE. — Title 

14  13,  United  States  Code,  is  amended  in  sections  4, 

15  9(a),   23(b),  24(e),   44,   103,   132,   211,   213(b)(2), 

16  221,  222,   223,  224,  225(a),   and  241  by  striking 

17  "Department  of  Commerce"  each  place  it  appears 

18  and  inserting  "Department  of  the  Treasurv^". 

19  (4)  Provisions  relatinCx  to  the  secretary 

20  OF  THE  TREASURY. — (A)   Section   302   of  title   13, 

21  United  States  Code,  is  amended  by  striking  the  last 

22  sentence. 

23  (B)  Section  303  of  title  13,  United  States  Code, 

24  and  the  item  relating  to  such  section  in  the  anal.ysis 

25  for  chapter  9  of  such  title  are  repealed. 
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1  (C)  Section  304(a)  of  title  13,  United  States 

2  Code,  is  amended — 

3  (i)  by  striking  "Seeretaiy  of  the  Treasury" 

4  each  place  it  appears  and  inserting-  "Secretary"; 

5  and 

6  (ii)  by  striking  "Secretary  of  Commerce" 

7  and  inserting  "Secretary". 

8  (D)(i)  Section  401(a)  of  title  13,  United  States 

9  Code,  is  amended — 

10  (I)  by  striking  "Department  of  Commerce" 

11  and  inserting  "Federal  Reserve  System";  and 

12  (II)  by  striking  "Secretary  of  Commerce" 

13  and  inserting  "Secretary". 

14  (ii)  Section  8(e)  of  the  Foreign  Direct  Invest- 

15  ment    and    International    Financial    Data    Improve- 

16  ments  Act  of  1990  (22  U.S.C.  3144(e))  is  amended 

17  by  striking  "Secretary  of  Commerce"  and  inserting 

18  "Secretary  of  the  Treasury'". 

19  (5)  Compensation  for  the  position  of  di- 

20  rector  of  the  census. — Section  5315  of  title  5, 

21  United  States  Code,  as  amended  by  paragraph  (7) 

22  of  section  108(e),  is  further  amended  by  inserting 

23  (ill  lieu  of  the  item  struck  by  such  paragraph)  the 

24  following  new  item: 
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1  "Director  of  the   Census,   Department  of  the 

2  Treasury.". 

3  (6)  Confidentiality. — Section  9  of  title  13, 

4  United  States  Code,  is  amended  by  adding  at  the 

5  end  the  following  new  subsection: 

6  "(e)(1)  Nothing  in  subsection  (a)(3)  shall  be  consid- 

7  ered  to  permit  the  disclosure  of  any  matter  or  information 

8  to  an  officer  or  employee  of  the  Department  of  the  Treas- 

9  uiy  who  is  not  referred  to  in  subchapter  II  if,  immediately 

10  before  the  date  specified  in  section  213(a)  of  the  Depart- 

11  ment  of  Commerce  Dismantling  Act,  such  disclosure  (if 

12  then  made  by  an  officer  or  employee  of  the  Department 

13  of  Commerce)  would  have  been  impermissible  under  this 

14  section  (as  then  in  effect). 

15  "(2)  Paragraph  (1)  shall  not  apply  with  respect  to 

16  any  disclosure  made  to  the  Secretary.". 

17  (e)  Rule  of  Construction. — For  purposes  of  title 

18  III,  the  reorganization  of  the  Bureau  of  the  Census  under 

19  this  section  shall  be  treated  as  if  that  transfer  involved 

20  a  transfer  of  functions  from  one  office  to  another. 

21  SEC.    208.    REORGANIZATION    OF    THE    BUREAU    OF    ECO- 

22  NOMIC  ANALYSIS. 

23  (a)  In  General. — Effective  as  of  the  date  specified 

24  in  section  213(a) — 
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1  (1)  the  Bureau  of  Economic  Analysis  shall  be 

2  transferi-ed  to  the  P'ederal  Reserve  System;  and 

3  (2)  all  functions  which,  immediately  before  such 

4  date,  are  functions  of  the  Secretary  of  Commerce 

5  uith  respect  to  the  Bureau  of  Economic  Analysis 

6  shall  be  transferred  to  the  Chairman  of  the  Board 

7  of  Governors  of  the  Federal  Reserve  System. 

8  (b)  Interim  Service. — The  individual  serving  as  the 

9  Director  of  the  Bureau  of  Economic  Analysis  immediately 

10  before  the  reorganization  under  this  section  takes  effect 

11  may  continue  serving  in  that  capacity  until  a  successor 

12  has  taken  office.  Compensation  for  any  service  under  this 

13  subsection  shall  be  at  the  rate  at  which  such  individual 

14  was  compensated  immediately  before  the  effective  date  of 

15  the  reorganization. 

16  (c)  Reports. — Not  later  than  18  months  after  the 

17  date  of  enactment  of  this  Act,  the  Director  of  the  Bureau 

18  of  Economic  Analysis  shall  submit  to  the  Congi-ess  a  vnrit- 

19  ten  report  on — 

20  (1)   the   availability  of  any  private   sector  re- 

21  sources  that  may  be  capable  of  performing  any  or  all 

22  of  the  functions  of  the  Bureau  of  Economic  Analy- 

23  sis,  and  the  feasibility  of  having  any  such  functions 

24  so  performed;  and 
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1  (2)    the   feasibility   of  implementing  a   system 

2  under  which  fees  may  be  assessed  by  the  Bureau  of 

3  Economic  Analysis  in  order  to  defray  the  costs  of 

4  any  senices  performed  by  the  Bureau  of  Economic 

5  Analysis,  when   such   senices  are  performed  other 

6  than  on  behalf  of  the  Federal  Government  or  an 

7  agency  or  instrumentality  thereof. 

8  (d)  Rule  op  Coxstructiox. — For  purposes  of  title 

9  III,  the  reorganization  of  the  Bureau  of  Economic  Analy- 

10  sis  under  this  section  shall  be  treated  as  if  it  involved  a 

1 1  transfer  of  functions  from  one  office  to  another. 

1 2  SEC.  209.  TERMINATED  FUNCTIONS  OF  NTIA. 

13  The  following  provisions  of  law  are  repealed: 

14  (1)   Subpart  A  of  part  IV  of  title  III  of  the 

15  Communications  Act   of   1934    (47   U.S.C.    390   et 

16  seq.),  relating  to  assistance  for  public  telecommuni- 

17  cations  facilities. 

18  (2)   Subpart  B  of  part  TV  of  title  III  of  the 

19  Communications  Act   of   1934    (47    U.S.C.    394   et 

20  seq.),    relating   to    the    EndovMuent    for    Children's 

21  Educational  Television. 

22  (3)   Subpart  C  of  part  IV  of  title  III  of  the 

23  Communications  Act   of   1934    (47    U.S.C.    395   et 

24  seq.),  relating  to  telecommunications  demonstration 

25  jiTants. 
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1  SEC.  210.  TRANSFER  OF  SPECTRUM  MANAGEMENT  FUNC- 

2  TIONS. 

3  There  are  transferred  to  the  Chairman  of  the  P'ederal 

4  Communications   Commission   all   functions  of  the   Sec- 

5  retaiy  of  Commerce,  the  Assistant  Secretary  of  Commerce 

6  for  Communications  and  Information,  and  the  National 

7  Telecommunications     and     Information     Administration 

8  under  parts  A  and  B  of  the  National  Telecommunication 

9  and  Information  Administration  Organization  Act. 

10  SEC.  211.  NATIONAL  OCEANIC  AND  ATMOSPHERIC  ADMIN- 

1 1  ISTRATION. 

12  (a)  Termination  of  Authority  To  IVLvke  Fish- 

1 3  ERIES  Grants. — No  financial  assistance  may  be  provided 

14  under  any  of  the  following  laws,  except  to  the  extent  the 

15  pro\ision  of  that  assistance  is  a  contractual  obligation  of 

16  the  United  States  on  the  day  before  the  effective  date  of 

17  this  section: 

18  (1)  Section  2  of  the  Act  of  August  11,  1939, 

19  popularly  known  as  the  "Saltonstall-Kennedy  Act" 

20  (53  Stat.  1412,  chapter  696;  15  U.S.C.  713c-3). 

21  (2)  Section  1  of  the  Act  entitled  "An  Act  to  au- 

22  thorize  addition  of  certain  donated  lands  to  the  Ev- 

23  erglades    National    Park",    approved    September   2, 

24  1960  (16  U.S.C.  753a). 

25  (3)    The    Antarctic    Marine    Living    Resources 

26  Convention  Act  of  1984  (16  U.S.C.  2431  et  seq.). 
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1  (4)  The  Aiiadromous  Fish  Conservation  Act  (16 

2  U.S.C.  757a  et  seq.). 

3  (5)  Pro\isions  ^  the  Ma^uson  Fisheiy  Con- 

4  servation  and  Management  Act  (16  U.S.C.  1801  et 

5  seq.)  and  the  Department  of  Commerce  Appropria- 

6  tion  Act  of  1994  that  authorize  assistance  to  State 

7  fishery  agencies  to  enhance  their  data  collection  and 

8  analysis  systems  to  respond  to  coastwise  fisheries 

9  management  needs. 

10  (6)    The    Interjurisdictional    Fisheries    Act    of 

11  1986  (16  U.S.C.  4101  et  seq.). 

12  (7)  Provisions  of  the  Fish  and  Wildlife  Act  of 

13  1956  and  the  Department  of  Commerce  Appropria- 

14  tion  Act  of  1994  that  authorize  assistance  to  State 

15  for  a  cooperative  State  and  Federal  partnership  to 

16  provide  a  continuing  source  of  fisheries  statistics  to 

17  support  fisheries  management  in  the  States'  terri- 

18  torial  waters  and  the  United  States  exclusive  eco- 

19  nomic  zone. 

20  (8)  Provisions  of  the  Fish  and  Wildlife  Act  of 

21  1956  and  the  Department  of  Commerce  Appropria- 

22  tion  Act  of  1994  that  authorize  assistance  to  States 

23  for  a  cooperative  program  that  engages  State  and 

24  Federal  agencies  in  the  coordinated  collection,  man- 

25  agement,   and  dissemination  of  fisherj^-independent 
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1  information  on  marine  fisheries  in  support  of  State 

2  territorial  waters  and  the  United   States  exclusive 

3  economic  zone  fisheries  management  pro-ams. 

4  (9)  Provisions  of  the  Act  of  May  11,  1938,  pop- 

5  ularly  knowii  as  the  "Mitchell  Act"  (52  Stat.  345  et 

6  seq.,  chapter  193;  16  U.S.C.  755  et  seq.),  and  the 

7  Department  of  Commerce  Appropriation  Act  of  1994 

8  that  authorize  assistance  to  State  fisheries  agencies 

9  in   the   Pacific   Northwest   to   protect   and   enhance 

10  salmon  and  steelhead  resources  in  the  region. 

11  (10)   Provisions  of  the  Pacific  Salmon  Treaty 

12  Act  of  1985  (16  U.S.C.  3631  et  seq.)  and  the  De- 

13  partment  of  Commerce  Appropriation  Act  of  1994 

14  that  authorize  assistance  to  States  in  fulfilling  re- 

15  sponsibilities  under  the  Pacific   Salmon  Treaty  by 

16  providing  administrative,  management,  and  applied 

17  research  support  to  the  States  to  meet  the  needs  of 

18  the   Pacific   Salmon   Commission   and   international 

19  commitments  under  the  treaty. 

20  (11)  Provisions  of  titles  I  and  II  of  the  Marine 

21  Mammal  Protection  Act  of  1972  (16  U.S.C.  1371- 

22  1384)  and  the  Department  of  Commerce  Appropria- 

23  tion  Act  of  1994  which  authorize  assistance  to  State 

24  agencies  for  the  collection  and  analysis  of  informa- 
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1  tion  oil  marine  mammals  that  occur  in  the  State  wa- 

2  ters  and  interact  with  State  managed  fisheries. 

3  (12)  Provisions  of  the  Pacific  Salmon  Treaty 

4  Act  of  1985  (16  U.S.C.  3631  et  seq.)  and  the  De- 

5  partment  of  Commerce  Appropriation  Act  of  1994 

6  that — 

7  (A)  authorize  assistance  to  States  to  assist 

8  in  fulfilling  Federal  responsibilities  under  the 

9  Pacific  Salmon  Treaty  by  restoring  Southeast 

10  Alaska  salmon  harvests  limited  by  the  treaty 

1 1  and  by  restoring  salmon  stocks  as  quickly  as 

12  possible;  and 

13  (B)  help  implement  a  1989  "Understand- 

14  ing  between  the  United  States  and  Canadian 

15  Sections    of   the    Pacific    Salmon    Commission 

16  Concerning          Joint  Enhancement          of 

17  Transboundarv^  River  Salmon  Stocks". 

18  (b)  Termination  op  Fisheries  TRiVDE  Promotion 

19  PROGR.UI. — Section   211    of  the   Salmon  and   Steelhead 

20  Consei-vation  and  Enhancement  Act  of  1980  (15  U.S.C. 

21  1511b)  is  repealed. 

22  (c)    Conforming    Amendment    To    Terminate 

23  P^isheries  Promotion  and  Development  Tiunsp^ers 

24  AND  Funds. — 
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1  (1)  In  generai.. — Section  2  of  the  Act  of  Au- 

2  g:iist  11,  1939,  popularly  known  as  the  "Saltonstall- 

3  Kennedy  Act"    (53    Stat.    1412,    chapter   696;    15 

4  U.S.C.   713c-3)   is  amended  by  striking  subsection 

5  (b). 

6  (2)   Reversion. — ^Amounts  remaining,   on  the 

7  effective  date  of  this  section,  in  the  funds  established 

8  under  section  2(b)  of  the  Act  of  August  11,  1939, 

9  as  in  effect  on  the  day  before  the  date  of  enactment 

10  of  this  Act,  that  are  not  required  for  the  pro\ision 

11  of  financial  assistance  that  is  not  otherwise  termi- 

12  nated  by  this  section  shall  revert  to  the  general  fund 

13  of  the  Treasury. 

14  (d)  Ter:\iixati()x  of  Authority  To  Guarantee 

15  Obligations  for  Fishing  Vessel  and  Fishing  Facil- 

16  ITY  Construction,  Etc. — No  new  guarantee  of  an  obli- 

17  gation  or  commitment  to  guarantee  an  obligation  under 

18  title  XI   of  the  Merchant   Marine  Act,    1936   (46  App. 

19  U.S.C.  1271  et  .seq.)  may  be  made  under  authority  that 

20  was  vested  in  the  Secretary  of  Commerce  on  the  day  be- 

21  fore  the  effective  date  of  this  section  (relating  to  obliga- 

22  tions  for  fishing  vessels  or  fishing  facilities),  except  to  the 

23  extent  the  making  of  such  a  guarantee  was  a  contractual 

24  obligation  of  the  United  States  on  the  day  before  that  ef- 

25  fective  date. 
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1  (e)  Termination  op  Compensation  Under  Fish- 

2  ermen's  Protective  Act  of  1967. — No  compensation 

3  may  be  paid  under  section  1 0  of  the  Fishermen's  Protee- 

4  tive  Act  of  1967  (22  U.S.C.  1980),  relating  to  compensa- 

5  tion  for  damage,  loss,  or  destruction  of  fishing  vessels  or 

6  fishing  gear,  except  to  the  extent  the  compensation  was 

7  awarded  before  the  effective  date  of  this  section. 

8  (f)  Termination  op  Compensation  to  Fishermen 

9  Under    Outer    Continentai^    Shelp    Lands    Act 

10  Amendments  op  1978. — No  compensation  may  be  paid 

1 1  under  title  IV  of  the  Outer  Continental  Shelf  Lands  Act 

12  Amendments  of  1978  (43  U.S.C.  1841  et  seq),  except  to 

1 3  the  extent  the  compensation  was  awarded  before  the  effec- 

14  tive  date  of  this  section. 

15  (g)  Termination  op  Miscellaneous  Research 

16  Functions. — The  following  functions,  as  vested  in  per- 

17  sonnel  of  the  National  Oceanic  and  Atmospheric  Adminis- 

1 8  tration  on  the  day  before  the  effective  date  of  this  section, 

19  are  terminated: 

20  (1)  All  observation  and  prediction  functions  re- 

21  lating  to  pollution  research. 

22  (2)    All    functions    relating    to    estuarine    and 

23  coastal  assessment  research. 

24  (h)  Termination  op  NOAA  Corps. — 
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1  (1)  Termination. — The  National  Oceanic  and 

2  Atmospheric    Administration    Corps    is    terminated, 

3  and  the  assets  thereof  shall  be  transferred  to  the 

4  Commerce  Programs  Resolution  Agency. 

5  (2)   Disposition  op  assets. — The  Adminis- 

6  trator  of  the  Commerce  Progi-ams  Resolution  Agen- 

7  cy  shall  attempt  to  sell  the  assets  of  the  National 

8  Oceanic    and    Atmospheric    Administration    Corps, 

9  uithin  18  months  after  the  effective  date  specified  in 

10  section  213(a),  to  a  private  sector  entity  intending 

11  to  perform  substantially  the  same  functions  as  were 

12  performed  by  the  National  Oceanic  and  Atmospheric 

13  Administration  Corps  immediately  before  such  effec- 

14  tive  date. 

15  (3)   Report. — If  no  offer  to  purchase  assets 

16  under  paragraph  (2)  is  received  within  the  18-month 

17  period  described  in  such  paragraph,  the  Commerce 

18  Progi'ams  Resolution  Agency  shall  submit  a  report 

19  to  the  Congi'ess  containing  recommendations  on  the 

20  appropriate  disposition  of  the  assets  and  functions  of 

21  the  National  Oceanic  and  Atmospheric  Administra- 

22  tion  Corps. 

23  (i)  Disposal  of  NOAA  Fleet. — The  Secretary  of 

24  the  Interior — 
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1  (1)   shall  cease  modernization  of  the  National 

2  Oeeanie    and    Atmospheric   Administration    fleet   of 

3  vessels  and  terminate  all  new  construction  for  that 

4  tleet; 

5  (2)  shall  promptly  dispose  of  all  assets  compris- 

6  ing-  the  National  Oceanic  and  Atmospheric  Adminis- 

7  tration  fleet;  and 

8  (3)  may  not  purchase  any  vessels  for  the  Na- 

9  tional  Oceanic  and  Atmospheric  Administration. 

10  (i)   Office  of  Ocf:axic  a\d  Atmospiiekk"  Re- 

11  SEAKCII. — 

12  (1)    In    GENERAL. — Except    as    otherwise    pro- 

13  \ided  in  paragraph  (2)  or  (3),  the  Office  of  Oceanic 

14  and  Atmospheric  Research  shall  be  terminated. 

15  (2)  Weather  Research. — Functions  relating- 

16  to  weather  research  of  the  Office  of  Oceanic  and  At- 

17  mospheric  Research  shall  be  transferred  to  the  Na- 

1 8  tional  Weather  Sei-vice. 

19  (3)    LiABORiVTORiES. — (A)    The   laboratories   of 

20  the   Office   of  Oceanic   and   Atmospheric    Research 

21  shall  be  transferred  to  the  Oommerce  Programs  Res- 

22  olution  Agency. 

23  (B)  The  Commerce  Programs  Resolution  Agen- 

24  cy  shall  attempt  to  sell  the  property  of  the  labora- 

25  tories  of  the  Office  of  Oceanic  and  Atmospheric  Re- 
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1  search,  within    18   months  after  the  effective  date 

2  specified  in  section  213(a),  to  a  private  sector  entity 

3  intending  to  perform  substantially  the  same  fiinc- 

4  tions  as  were  performed  by  the  laboratories  of  the 

5  Office  of  Oceanic  and  Atmospheric  Research  imme- 

6  diately  before  such  effective  date. 

7  (C)  If  no  offer  to  purchase  property  under  sub- 

8  paragraph  (B)  is  received  within  the  18-month  pe- 

9  riod  described  in  such  subparagraph,  the  Commerce 

10  Programs  Resolution  Agency  shall  transfer  the  re- 

1 1  maining  laboratories  to  the  Department  of  the  Inte- 

12  rior,  which  shall  submit  a  report  to  the  Congress 

13  containing  recommendations  on  the  appropriate  dis- 

14  position  of  the  property  and  fiuictions  of  such  lab- 

15  oratories. 

16  (k)  Nautkwl  and  Aeronautical  Chartix(;. — 

17  (1)  Ix  GEXERAL. — The  nautical  and  aeronauti- 

18  cal  charting  functions  of  the  National  Oceanic  and 

19  Atmospheric  Administration  shall  be  transferred  to 

20  the  Defense  Mapping  Agency. 

21  (2)  Defexse  MAPPING  AGEXC\'. — The  Defense 

22  Mapping    Agency    shall    terminate    any    functions 

23  transferred  to  it  under  paragraph  (1)  that  are  per- 

24  formed  by  the  private  sector. 

25  (1)  NESDIS.— 
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1  (1)    National    environmentai.    satellite, 

2  data,  and  information  system  data  centers. — 

3  (A)    The   National    Environmental    Satellite,    Data, 

4  and    Information    System    Data    Centers    shall    be 

5  transferred  to  the  Commerce  Programs  Resolution 

6  Agency. 

7  (B)  The  Commerce  Programs  Resolution  Agen- 

8  cy  shall  attempt  to  sell  the  property  of  the  National 

9  Environmental  Satellite,  Data,  and  Information  Sys- 

10  tem  Data  Centers,  within  18  months  after  the  effec- 

11  tive  date  specified  in  section  213(a),  to  a  private  sec- 

12  tor   entity   intending   to   perform    substantially   the 

13  same  functions  as  were  performed  by  the  National 

14  Environmental  Satellite,  Data,  and  Information  Sys- 

15  tem  Data  Centers  immediately  before  such  effective 

16  date. 

17  (C)  If  no  offer  to  purchase  property  under  sub- 

18  paragraph  (B)  is  received  within  the  18-month  pe- 

19  riod  described  in  such  subparagraph,  the  Commerce 

20  Programs  Resolution  Agency  shall  submit  a  report 

21  to  the  Congi*ess  containing  recommendations  on  the 

22  appropriate  disposition  of  the  property  and  functions 

23  of  the  National  Environmental  Satellite,  Data,  and 

24  Information  Svstem  Data  Centers. 
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1  (2)  Weather  satellites. — Functions  related 

2  to  weather  satellites  of  the  National  Environmental 

3  Satellite,   Data,   and   Information   System   shall   be 

4  transferred  to  the  National  Weather  Senice. 

5  (m)  National  Weather  Service. — 

6  (1)  In  general. — The  National  Weather  Sen^- 

7  ice  is  hereby  transferred  to  the  Department  of  the 

8  Interior. 

9  (2)  Termination  of  services. — (A)  The  Na- 

10  tional  Weather  Service  shall  terminate  its  specialized 

1 1  agricultural.  Marine  Radiofax,  and  forestry  weather 

12  services,  and  its  Reg:ional  Climate  Centers. 

13  (B)  The  National  Weather  Service  may  termi- 

14  nate  any  other  specialized  weather  services  not  re- 

15  quired  by  law  to  be  performed. 

16  (n)  National  ]VL\rine  Fisheries  Service. — 

17  (1)     Transfer     of     enforcement     func- 

18  TIONS. — There  are  transferred  to  the  Secretaiy  of 

19  Transportation  all  fiuictions  relating-  to  law  enforee- 

20  ment  that  on  the  day  before  the  effective  date  of  this 

21  section  were  authorized  to  be  performed  by  the  Na- 

22  tional  Marine  Fisheries  Service. 

23  (2)  Transfer  of  science  functions. — There 

24  are  transferred  to  the  Director  of  the  United  States 

25  Fish  and  Wildlife  Seniee  all  functions  relating  to 
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1  science  that  on  the  day  before  the  effective  date  of 

2  this  section  were  authorized  to  be  performed  by  the 

3  National  Marine  Fisheries  Service. 

4  (3)  Transfer  op  seafood  inspection  fixc- 

5  Tioxs. — There  are  transferred  to  tlie  Secretaiy  of 

6  Agriculture  all  functions  relating  to  seafood  inspee- 

7  tion  that  on  the  day  before  the  effective  date  of  this 

8  section  were  authorized  to  be  performed  by  the  Na- 

9  tional  Marine  Fisheries  Service. 

10  (o)  National  Ocean  Service. — 

11  (1)    Transp^er    of    geodesy    functions. — 

12  There  are  transferred  to  the  Director  of  the  United 

13  States  Geological  Survey  all  functions  relating  to  ge- 

14  odesy  that  on  the  day  before  the  effective  date  of 

15  this  section  were  authorized  to  be  performed  by  the 

16  National  Ocean  Service. 

17  (2)    Transfer   of   marine   and   estuarine 

18  SANCTUARY  FUNCTIONS. — There  are  transferred  to 

19  the  Secretary'  of  the  Interior  all  fimetions  relating  to 

20  marine  and  estuarine  sanctuaries  that  on  the  day 

21  before  the  effective  date  of  this  section  were  author- 

22  ized  to  be  performed  by  the  National  Ocean  Service. 

23  (p)  En\ir()nmental  Research  Laboratories. — 

24  (1)    Transfer. — The   environmental   research 

25  laboratories   of  the    National   Oceanic   and  Atmos- 
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1  pheric  Administration  (otlier  than  laboratories  of  the 

2  Office   of  Oceanic   and   Atmospheric   Research,   re- 

3  ferred  to  in  subsection  (j))  shall  be  transferred  to 

4  the  Commerce  Programs  Resolution  Agency. 

5  (2)  Disposal. — The  Commerce  Programs  Res- 

6  olution  Agency  shall  attempt  to  sell  the  property  of 

7  the   laboratories  transferred  under   paragraph    (1), 

8  \\ithin  18  months  after  the  effective  date  specified  in 

9  section  213(a),  to  a  private  sector  entity  intending 

10  to  perform  substantially  the  same  functions  as  were 

11  performed  by  the  laboratories  before  such  effective 

12  date. 

13  (3)  Report. — If  no  offer  to  purchase  property 

14  under  paragraph  (2)  is  received  within  the  18-month 

15  period  described  in  such  paragraph,  the  Commerce 

16  Programs  Resolution  Agency  shall  submit  a  report 

17  to  the  Congress  containing  recommendations  on  the 

1 8  appropriate  disposition  of  the  property  and  functions 

19  of  the  laboratories  transferred  under  paragraph  (1). 

20  SEC.  212.  MISCELLANEOUS  ABOLISHMENTS. 

21  The  following  agencies  and  programs  of  the  Depart- 

22  ment  of  Commerce  are  abolished,  and  the  functions  of 

23  those  agencies  or  progi-ams  are  abolished  except  to  the  ex- 

24  tent  othenvise  provided  in  this  Act: 

25  (1)  The  Economic  Development  Administration. 
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1  (2)  The  Minority  Business  Development  Admin- 

2  istration. 

3  (3)  The  United  States  Travel  and  Tourism  Ad- 

4  ministration. 

5  (4)  The  National  Telecommunications  and  In- 

6  formation  Administration. 

7  (5)  The  Advanced  Technology  Program  under 

8  section  28  of  the  National   Institute  of  Standards 

9  and  Technology  Act  (15  U.S.C.  278n). 

10  (6)    The    Manufacturing    Extension    Programs 

11  under  sections  25  and  26  of  the  National  Institute 

12  of  Standards  and  Technology  Act  (15  U.S.C.  278k 

13  and  2781). 

14  SEC.  213.  EFFECTIVE  DATE. 

15  (a)  Ix  General. — Except  as  pro\ided  in  subsection 

16  (b),  this  title  shall  take  effect  on  the  effective  date  speci- 

17  fied  in  section  109(a). 

18  (b)  Provisions  Effective  ox  Date  of  Enact- 

19  mext. — The  following  pnnisions  of  this  title  shall  take  ef- 

20  feet  on  the  date  of  the  enactment  of  this  Act: 

21  (1)  Section  201. 

22  (2)  Section  206(a)(2)  and  (d). 

23  (3)  Section  212. 
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1  SEC.  214.  SENSE  OF  CONGRESS  REGARDING  USER  FEES. 

2  It  is  tlie  sense  of  the  Congress  that  the  head  of  each 

3  agency  that  performs  a  function  vested  in  the  agency  by 

4  this  Act  should,  wherever  feasible,  explore  and  implement 

5  user  fees  for  the  pro\ision  of  services  in  the  performance 

6  of  that  function,  to  offset  operating  costs. 

7  TITLE  III— MISCELLANEOUS 

8  PROVISIONS 

9  SEC.  301.  REFERENCES. 

10  Any  reference  in  any  other  Federal  law,  Executive 

1 1  order,  rule,  reg^ilation,  or  delegation  of  authority,  or  any 

1 2  document  of  or  pertaining  to  an  office  from  which  a  fimc- 

13  tion  is  transferred  by  this  Act — 

14  (1)  to  the  Secretary  of  Commerce  or  an  officer 

15  of  the  Department  of  Commerce,  is  deemed  to  refer 

16  to  the  head  of  the  department  or  office  to  which 

17  such  function  is  transferred;  or 

18  (2)    to    the    Department   of   Commerce    or   an 

19  agency  in  the  department  of  Commerce  is  deemed  to 

20  refer  to  the  department  or  office  to  which  such  func- 

21  tion  is  transferred. 

22  SEC.  302.  EXERCISE  OF  AUTHORITIES. 

23  Except  as  otherwise  provided  b}'  law,  a  Federal  offi- 

24  cial  to  whom  a  function  is  transferred  by  this  Act  may, 

25  for  purposes  of  performing  the  function,  exercise  all  au- 

26  thorities  under  any  other'  pr'ovision  of  law  that  wei'e  avail- 
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1  able  with  respect  to  the  performance  of  that  function  to 

2  the  official  responsible  for  the  performance  of  the  function 

3  immediately  before  the  effective  date  of  the  transfer  of  the 

4  function  under  this  Act. 

5  SEC.  303.  SAVINGS  PROVISIONS. 

6  (a)  Legal  Documents. — ^All  orders,  determinations, 

7  rules,  regfulations,  permits,  grants,  loans,  contracts,  agree- 

8  ments,  certificates,  licenses,  and  privileges — 

9  (1)  that  have  been  issued,  made,  gi'anted,  or  al- 

10  lowed  to  become  effective  by  the  President,  the  Sec- 

11  retary  of  Commerce,  any  officer  or  employee  of  any 

12  office  transferred  by  this  Act,  or  any  other  Govern- 

13  ment  official,  or  by  a  court  of  competent  jurisdic- 

14  tion,    in   the  performance   of  any  function   that   is 

15  transferred  by  this  Act,  and 

16  (2)  that  are  in  effect  on  the  effective  date  of 

17  such  transfer  (or  become  effective  after  such  date 

18  pursuant  to  their  terms  as  in  effect  on  such  effective 

19  date), 

20  shall  continue  in  effect  according;  to  their  terms  until 

21  modified,  terminated,  superseded,  set  aside,  or  revoked  in 

22  accordance  with  law  by  the  President,  any  other  author- 

23  ized  official,  a  court  of  competent  jurisdiction,  or  operation 

24  of  law. 
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1  (b)   PK()C'EEl)L\(is. — This  Act  shall  not  affect  any 

2  proceedings  or  any  application  for  any  benefits,  service, 

3  license,  permit,  certificate,  or  financial  assistance  pending 

4  on  the  date  of  the  enactment  of  this  Act  before  an  office 

5  transferred  by  this  Act,  but  such  proceedings  and  applica- 

6  tions  shall  be  continued.  Orders  shall  be  issued  in  such 

7  proceedings,  appeals  shall  be  taken  therefrom,  and  pay- 

8  ments  shall  be  made  pursuant  to  such  orders,  as  if  this 

9  Act  had  not  been  enacted,  and  orders  issued  in  any  such 

10  proceeding-  shall  continue  in  effect  until  modified,  termi- 

1 1  nated,  superseded,  or  revoked  by  a  duly  authorized  official, 

12  by  a  court  of  competent  jurisdiction,  or  by  operation  of 

13  law.  Nothing-  in  this  subsection  shall  be  considered  to  pro- 

14  hibit  the  discontinuance  or  modification  of  any  such  pro- 

15  ceeding"  under  the  same  terms  and  conditions  and  to  the 

16  same  extent  that  such  proceeding  could  have  been  discon- 

17  tinned  or  modified  if  this  Act  had  not  been  enacted. 

18  (c)   Suits. — This  Act   shall   not   affect   suits   com- 

19  menced  before  the  date  of  the  enactment  of  this  Act,  and 

20  in  all  such  suits,  proceeding  shall  be  had,  appeals  taken, 

21  and  judgments  rendered  in  the  same  manner  and  with  the 

22  same  effect  as  if  this  Act  had  not  been  enacted. 

23  (d)  Nox.VBATEME.\T  OP^  ACTIONS. — No  suit,  action, 

24  or  other  proceeding  commenced  by  or.  against  the  Depart- 

25  ment  of  Commerce  or  the  Secretarv^  of  Commerce,  or  by 
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1  or  against  any  indi\ndual  in  the  official  eaj^acity  of  such 

2  individual  as  an  officer  or  employee  of  an  office  trans- 

3  ferred  by  this  Act,  shall  abate  by  reason  of  the  enactment 

4  of  this  Act. 

5  (e)  Continuance  of  Suits. — If  any  officer  of  the 

6  Department  of  Commerce  or  the  Commerce  Programs 

7  Resolution  Agency  in  the  official  capacity  of  such  officer 

8  is  party  to  a  suit  with  respect  to  a  function  of  the  officer, 

9  and  under  this  Act  such  function  is  transferred  to  any 

10  other  officer  or  office,  then  such  suit  shall  be  continued 

1 1  with  the  other  officer  or  the  head  of  such  other  office,  as 

12  applicable,  substituted  or  added  as  a  party. 

1 3  SEC.  304.  TRANSFER  OF  ASSETS. 

14  Except  as  otherwise  provided  in  this  Act,  so  much 

15  of  the  personnel,  property,  records,  and  unexpended  bal- 

16  ances  of  appropriations,  allocations,  and  otiier  funds  em- 

17  ployed,  used,  held,  available,  or  to  be  made  available  in 

18  connection  with  a  function  transferred  to  an  official  or 

19  agency  by  this  Act  shall  be  available  to  the  official  or  the 

20  head  of  that  agency,  respectively,  at  such  time  or  times 

21  as  the  Director  of  the  Office  of  Management  and  Budget 

22  directs  for  use  in  connection  with  the  functions  trans- 

23  ferred. 
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1  SEC.  305.  DELEGATION  AND  ASSIGNMENT. 

2  Except  as  othei^vise  expressly  prohibited  by  law  or 

3  othenvise  provided  in  this  Act,  an  official  to  whom  fiinc- 

4  tions  are  transferred  under  this  Act  (including  the  head 

5  of  any  office  to  which  functions  are  transferred  under  this 

6  Act)  may  delegate  any  of  the  functions  so  transferred  to 

7  such  officers  and  employees  of  the  office  of  the  official  as 

8  the  official  may  designate,  and  may  authorize  successive 

9  redelegations  of  such  functions  as  may  be  necessary  or  ap- 

10  propriate.  No  delegation  of  functions  under  this  section 

1 1  or  under  any  other  pro\'ision  of  this  Act  shall  relieve  the 

12  official  to  whom  a  function  is  transferred  under  this  Act 

13  of  responsibility  for  the  administration  of  the  function. 

14  SEC.  306.  AUTHORITY  OF  ADMINISTRATOR  WITH  RESPECT 

15  TO  FUNCTIONS  TRANSFERRED. 

16  (a)  Determinations. — If  necessary,  the  Adminis- 

17  trator  shall  make  any  determination  of  the  functions  that 

18  are  transferred  under  this  Act. 

19  (b)    Incident.\l   Tii.VNSFEKS. — The  Administrator, 

20  at  such  time  or  times  as  the  Administrator  shall  pro\ide, 

21  may  make  such  determinations  as  may  be  necessary  with 

22  regard  to  the  functions  transferred  by  this  Act,  and  to 

23  make  such  additional  incidental  dispositions  of  personnel, 

24  assets,  liabilities,  gi^ants,  contracts,  property,  records,  and 

25  unexpended  balances  of  appropriations,  authorizations,  al- 

26  locations,  and  other  funds  held,  used,  arising  from,  avail- 
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1  able  to,  or  to  be  made  available  in  connection  with  such 

2  functions,  as  may  be  necessary  to  carry  out  the  provisions 

3  of  this  Act.  The  Administrator  shall  provide  for  the  termi- 

4  nation  of  the  affairs  of  all  entities  terminated  by  this  Act 

5  and  for  such  further  measures  and  dispositions  as  may 

6  be  necessarv^  to  effectuate  the  purposes  of  this  Act. 

7  SEC.  307.  PROPOSED  CHANGES  IN  LAW. 

8  Not  later  than  1  year  after  the  date  of  enactment 

9  of  this  Act,  the  Director  of  the  Office  of  Management  and 

10  Budget  shall  submit  to  the  Congress  a  description  of  any 

1 1  changes  in  Federal  law  necessaiy  to  reflect  abolishments, 

12  transfers,  terminations,  and  disposals  under  this  Act. 

13  SEC.  308.  CERTAIN  VESTING  OF  FUNCTIONS  CONSIDERED 

14  TRANSFERS. 

15  For  purposes  of  this  Act,  the  vesting  of  a  function 

16  in  a  department  or  office  pursuant  to  reestablishment  of 

17  an  office  shall  be  considered  to  be  the  transfer  of  the  func- 

18  tion. 

19  SEC.  309.  DEFINITIONS. 

20  For  purposes  of  this  Act,  the  following  definitions 

2 1  apply: 

22  (1)     Ad.mixistilvtok. — The     term     "Adminis- 

23  ti'ator"  means  the  Administrator  of  the  Conunerce 

24  Programs  Resolution  Agency. 
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1  (2)  Agency. — The  term  "Agency"  means  the 

2  Commerce  Programs  Resolution  Agency. 

3  (3)  Function. — The  term  "function"  includes 

4  any  duty,  obligation,  power,  authority,  responsibility, 

5  right,  pri\ilege,  activity,  or  program. 

6  (4)   Office. — The  term   "office"   includes  any 

7  office,    administration,    agency,    bureau,    institute, 

8  council,   unit,    organizational   entity,    or   component 

9  thereof. 

10  (5)  Wind-up  period. — The  term  "wind-up  pe- 
ll riod"  means  the  period  beginning  on  the  effective 

12  date  specified  in  section  109(a)  and  ending  on  the 

13  termination  date  specified  in  section  106(d). 

14  SEC.   310.   LIMITATION   ON   ANNUAL   EXPENDITURES   FOR 

15  CONTINUED  FUNCTIONS. 

16  The  amount  expended  by  the  United  States  each  fis- 

17  cal  year  for  performance  of  a  function  which  immediately 

1 8  before  the  effective  date  of  this  section  was  authorized  to 

19  be  performed  by  an  agency,  officer,  or  employee  of  the  De- 

20  partment  of  Commerce  may  not  exceed  75  percent  of  the 

21  total  amount  expended  by  the  United  States  for  perform- 

22  ance  of  that  function  during  fiscal  year  1994. 

O 
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PREPARED  STATEMENT  OF  THE  INTERNATIONAL  ENERGY 
DEVELOPMENT  COUNCIL 

This  testimony  is  being  presented  by  the  International  Energy  Development 
Council  (lEDC),  a  group  of  U.S.  companies  each  involved  with  the  development  of 
various  privately-financed  power  projects  around  the  world.  The  lEDC  strongly  sup- 
ports continuation  of  the  export  promotion  programs  currently  operated  by  the  De- 
partment of  Commerce  and  believes  that  increased  export  of  U.S.  goods  and  services 
ought  to  be  an  ongoing  priority  of  the  United  States  government. 

The  business  opportunities  for  U.S.  companies  investing  in  developing  areas  of  the 
world  are  enormous.  For  example,  the  worldwide  market  for  privately-financed 
power  projects  is  expected  to  be  $100  billion  per  year  through  the  end  of  this  decade. 
This  market  represents  great  export  potential  and  exports  are  important  as  they: 
1)  support  about  15,000  to  20,000  U.S.  jobs  for  every  $1  billion  in  exports,  2)  create 
jobs  which  pay  13-17%  higher  wages  than  non  export-related  jobs,  and  3)  represent 
the  fastest  growing  sector  of  the  U.S.  economy. 

Further,  the  United  States  is  well-positioned  to  capture  a  large  percentage  of  this 
rapidly  growing  (and  lucrative)  private  power  market.  U.S.  companies  have  been  de- 
veloping, financing,  constructing  and  operating  complex  private  power  projects  do- 
mestically for  approximately  20  years.  Also,  we  have  worldwide  leadership  in  pro- 
viding technological  leadership  and  equipment,  such  as  turbines  and  boilers,  for 
electric  generation  facilities.  U.S.  businesses  clearly  have  a  significant  market 
"edge"  and  to  build  upon  this  current  situation  the  U.S.  Government  can,  and  is, 
helping  to  stimulate  international  trade  for  U.S.  companies,  particularly  in  the 
power  sector  of  big  emerging  markets. 

The  competition  is  intense.  The  governments  of  our  foreign  competitors  are  invest- 
ing significant  resources  into  helping  their  companies  win  business  around  the 
world.  The  U.S.  Government  must  provide  the  same  level  of  strong  and  effective 
government  support  to  American  firms  otherwise  U.S.  firms  may  be  unable  to  com- 
pete for  profitable  international  power  projects.  Unfortunately,  the  United  States 
currently  ranks  last  in  proportional  expenditures  for  export  promotion  in  compari- 
son to  our  major  trading  partners.  The  message  is  simple:  if  we  lose  in  these  bur- 
geoning power  markets,  and  other  kinds  of  infrastructure  development  markets,  we 
will  lose  an  opportunity  to  create  a  vast  number  of  high  wage  jobs  and,  in  the  end, 
our  country's  future  economy  will  suffer. 

The  export  promotion  programs  at  the  Commerce  Department  (housed  within  the 
International  Trade  Administration  (ITA))  have  assisted  greatly  in  securing  world- 
wide U.S.  competitiveness.  The  following  are  some  examples  of  how  these  programs 
have  supported  export  and  trade  promotion. 

First,  the  department  is  the  only  agency  with  a  cabinet-level  voice  whose  sole 
purpose  is  to  further  the  worldwide  interests  and  opportunities  for  U.S.  indus- 
try. Every  one  of  our  foreign  competitors  has  a  secretary  or  minister  whose  pur- 
pose is  to  enhance  their  own  nation's  economic  interests  in  the  global  market 
place,  including  Japan's  Minister  of  International  Trade  and  Industry  and  Ger- 
many's Minister  of  Economics. 

Second,  the  Trade  Promotion  Coordinating  Committee  (TPCC),  administered 
out  of  the  ITA,  coordinates  the  export  promotion  activities  of  19  different  federal 
agencies  and  makes  "1  stop  shopping"  for  government  export  support  more 
readily  available. 

Third,  the  Advocacy  Center  within  the  Commerce  Department  makes  avail- 
able for  industry  all  information  regarding  major  business  opportunities  in  for- 
eign markets  and  works  with  foreign  ministers  and  Ambassadors  to  bring  the 
full  strength  of  the  U.S  government  together  in  support  of  U.S.  bidders.  The  Ad- 
vocacy Center  helps  to  provide  the  facts,  expertise  and  follow-up  capacity  need- 
ed by  U.S.  companies  to  win  major  power  and  other  infrastructure  deals  abroad. 

Fourth,  the  "Big  Emerging  Markets"  effort  focuses  the  full  strength  of  the 
U.S.  Government  on  10  countries  or  regions  of  the  world  which  represent  impor- 
tant markets  for  U.S.  industry.  As  opportunities  arise  for  exports  and  invest- 
ment overseas,  several  departments  of  the  Federal  Government  (i.e.  Commerce, 
State,  SBA,  Eximbank,  OPIC,  etc.)  will  work  together  to  ensure  that  U.S.  bid- 
ders are  competing  on  a  "level  playing  field". 

These  export  promotion  programs  have  been  successful.  In  1994,  Commerce-led  ef- 
forts resulted  in  U.S.  firms  winning  over  $46  billion  in  foreign  business  deals,  with 
a  U.S.  export  content  of  nearly  $20  billion,  thus  supporting  over  300,000  jobs.  Based 
on  preliminary  figures,  at  least  the  same  amount  is  expected  to  be  generated  this 
year.  Further,  for  every  taxpayer  dollar  Commerce  spends  for  export  promotion, 
$10.40  is  returned  to  the  U.S.  Treasury  through  tax  revenues  generated  by  exports. 
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Attached  to  this  testimony  is  a  description  of  the  ways  in  which  members  of  the 
lEDC  have  been  supported  by  the  export  promotion  programs  at  the  Department 
of  Commerce. 

In  conclusion,  U.S.  Government  support  is  imperative  to  ensure  that  American 
companies  can  continue  to  compete  fairly  for  power  projects  and  infrastructure  de- 
velopment contracts  around  the  world.  By  coordinating  the  Administration's  export 
promotion  programs  and  advocating  on  behalf  of  U.S.  business,  the  export  promotion 
programs  at  the  Department  of  Commerce  have  been  effective  in  helping  American 
firms  to  win  business  overseas  and  to  directly  benefit  the  U.S.  economy.  The  lEDC 
urges  Congress  to  continue  these  valuable  export-related  programs. 

WAYS  IN  WHICH  THE  DEPARTMENT  OF  COMMERCE  HAS  SUPPORTED 
MEMBER  COMPANIES  OF  THE  INTERNATIONAL  ENERGY  DEVELOPMENT 
COUNCIL  1 

Bechtel:  The  Department  of  Commerce  advocated  for  several  U.S.  companies  in- 
cluding Bechtel  for  the  Tiete  Parana  Valley  Waterway  Project  in  Brazil. 

The  Advocacy  Center  is  also  working  with  Bechtel  on  the  Alqueva  Dam  Complex 
in  Portugal  to  build  a  very  large  dam  complex  to  provide  irrigation  and  hydropower. 

The  Advocacy  Center  is  also  working  with  other  U.S.G.  agencies  to  offer  its  sup- 
port for  the  U.S.  companies  pursuing  the  TATAN  independent  power  project  in  Tai- 
wan. 

Black  and  Veatch:  Commerce  advocated  on  behalf  of  Black  and  Veatch  with  re- 
spect to  the  company's  Power  Transmission  Lines,  Phase  IV  project  in  Qatar  last 
February. 

Black  and  Veatch  and  Finolex  signed  an  agreement  with  the  Kerala  State  Elec- 
tricity Board  to  build  a  power  plant  in  Kerala  State,  India.  The  Advocacy  Center 
is  following  the  progress  of  the  project  closely. 

McDermott/Babcock  and  Wilcox:  The  Department  of  Commerce  advocated  on  be- 
half of  Babcock  and  Wilcox  regarding  the  company's  Kemerkoy  Flue  Gas 
Desulphurization  Project. 

The  Advocacy  Center  has  also  been  working  with  Babcock  and  Wilcox,  providing 
advocacy  support  for  U.S.  industry  bidding  on  the  Korean  Electric  Power  Corpora- 
tion's $300  million  Flue  Gas  Desulphurization  project  in  Korea.  The  winner  of  the 
project  will  have  a  chance  to  participate  in  the  next  phase  of  the  project  which  will 
be  worth  an  additional  $700  million. 

Babcock  and  Wilcox  also  successfully  negotiated  a  contract  with  the  Israeli  Elec- 
tric Corporation  to  provide  two  550  MW  pulverized  coal/oil-fired  boilers  for  the 
Rutenberg  power  station  in  southern  Israel.  The  total  value  of  the  project  was  $140 
million,  $89  million  of  which  represents  the  U.S.  content.  Eximbank  offered  the  fi- 
nancing for  the  project.  The  Department  of  Commerce  and  the  Embassy  interest  in 
the  project  allowed  the  project  to  gain  momentum  in  the  final  stages  of  the  contract 
negotiations. 

Community  Energy  Alternatives:  The  Department  of  Commerce  provided  advo- 
cacy support  on  the  company's  behalf  on  their  Bhilai  Thermal  Power  Station  project 
and  the  lb  Valley  1&2  Power  Project  in  India. 

The  Advocacy  Center  in  cooperation  with  the  Embassy  and  the  Department  of  En- 
ergy is  supporting  the  Taishan  power  plant  in  China  which  is  pursued  by  several 
U.S.  companies  including  CEA. 

Destec  Energy:  The  U.S.  and  Foreign  Commercial  Service  (US&FCS)  is  providing 
the  advocacy  support  for  Destec's  two  power  projects  in  Turkey:  Kankiri  Orta  and 
Adiyaman  Golbasi. 

Enron:  Enron  signed  a  $1.1  billion  contract  for  offshore  oil  and  gas  production  in 
India  with  advocacy  support  from  the  Department  of  Commerce. 

The  Advocacy  Network  agencies  worked  very  hard  with  Enron  and  the  Govern- 
ment of  India  to  assure  the  completion  of  the  private  power  project  in  Dabhol  which 
is  currently  under  review  by  the  State  of  Maharashtra. 

The  Advocacy  Center  and  the  Embassy  are  also  working  closely  with  the  company 
in  providing  advocacy  support  for  the  company's  Marmara  Ereglisi  power  project  in 
Turkey  and  the  Nowa  Sarzyna  power  project  in  Poland. 

The  Department  of  Commerce  also  offered  advocacy  support  last  November  for  the 
company's  East  Kalimanta  power  project  in  Indonesia. 

Entergy:  Entergy  Corporation,  in  partnership  with  the  Lippo  Group  of  Hong 
Kong,  signed  an  MOU  with  the  North  China  Power  Group  regarding  the  cooperative 
management  and  extension  of  China's  Datong's  No  2.  power  plant.  Several  U.S.G. 


1  Information  provided  by  the  Department  of  Commerce. 
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agencies  as  well  as  the  Embassy  offered  their  support  for  this  $1.2  billion  project 
which  was  awarded  to  the  Lippo  Group. 

Currently,  the  Advocacy  Center,  in  cooperation  with  the  Embassy  and  DOE,  is 
supporting  Entergy's  Taishan  Power  Plant  which  is  currently  awaiting  the  State 
Planning  Commission's  approval  in  China. 

Fluor  Corporation:  The  Advocacy  Center  and  the  Embassy  are  providing  advocacy 
support  for  Fluor  Daniel's  Bartil  Pacific  Grassroots  pulp  and  paper  mill  in  Indo- 
nesia. 

Foster  Wheeler:  The  Department  of  Commerce,  the  Advocacy  Center  and  the  Em- 
bassy provided  advocacy  support  for  the  company,  and  the  company  was  awarded 
the  Ezhou  power  plant  with  U.S.  content  of  $188  million. 

The  Department  of  Commerce  is  also  working  closely  with  the  Embassy  and  DOE 
in  providing  advocacy  support  for  several  other  power  projects  including: 
Yangcheng,  Luoyang  and  Shalangze,  Hebei  and  Hangfeng  in  China. 

General  Electric:  The  U.S.  Department  of  Commerce  has  worked  with  the  com- 
pany on  numerous  projects. 

General  Electric  signed  a  $250  million  contract  with  Tenaga  National  Berhad 
(TNB),  which  will  manufacture  and  install  two  steam  turbine  generators  and  auxil- 
iary equipment  for  the  Sultan  Salahuddin  Abdul  Aziz  Power  Station  in  Malaysia. 
This  contract  is  General  Electric's  first  installation  of  large  steam  turbines  in  South 
Asia,  and  represents  a  large  step  toward  meeting  Malaysia's  growing  energy  needs. 
The  project  received  advocacy  support  from  various  U.S.G.  agencies  including  Treas- 
ury, Department  of  Commerce  and  U.S.  Embassy  in  Malaysia.  Under  the  contract, 
GE  will  supply  two  500-megawatt  steam  turbine-generators  and  auxiliary  equip- 
ment to  TNB  for  the  project  with  a  total  value  of  $250  million  and  a  U.S.  export 
content  of  $140  million.  The  GE  steam  turbines  and  generators  will  be  manufac- 
tured in  GE's  Schenectady,  NY  plant,  sustaining  2700  jobs  for  GE  and  suppliers. 

General  Electric  was  awarded  by  Korean  Electric  Power  Company  (KEPCO)  a 
contract  for  supply  of  two  power  plants  in  the  city  of  Inchon,  Korea,  valued  at  ap- 
proximately $500  million.  The  project  was  hotly  contested  with  European  suppliers, 
Siemens  and  ABB,  against  U.S.  suppliers,  GE  and  Westinghouse.  FCS  Seoul  and 
the  Department  of  Commerce  were  attributed  by  GE  as  having  played  key  role  in 
selection  of  a  U.S.  vendor  for  this  important  procurement  of  power  generation  equip- 
ment. 

General  Electric  also  benefitted  from  aggressive  advocacy  support  involving  the 
Paiton  Power  Project  in  East  Java,  Indonesia  (See  the  Mission  Energy  paragraph) 
and  the  Dabhol  power  project  in  India. 

GE  continues  to  receive  U.S.G.  advocacy  for  the  Bursa  power  project  in  Turkey 
and  the  Lippendorf  power  project  in  Germany. 

Raytheon:  In  one  of  the  Administration's  first  major  efforts  in  coordinating  high- 
level  U.S.G.  advocacy  support  on  behalf  of  U.S.  industry,  the  International  Trade 
Administration  (ITA)  worked  together  in  securing  an  American  solution  to  meet 
Brazil's  requirements  for  the  Amazon  Surveillance  System,  known  as  SIVAM.  A 
U.S.  consortium  led  by  the  Raytheon  Company  requested  USG  advocacy.  Raytheon, 
which  was  competing  against  Thompson  CSF  of  France,  won  the  contract  valued  at 
$1.5  billion  of  which  nearly  $700  million  is  U.S.  export  content. 

The  Advocacy  Center  organized  several  meetings  of  the  TPCC  Advocacy  Network 
to  build  support  for  the  project  and  developed  a  coordinated,  effective  USG  advocacy 
strategy  for  the  SIVAM  project.  Other  U.S.G.  agencies  that  supported  the  SIVAM 
project  included  STATE,  EXIM,  EPA,  OPIC,  NOAA,  NASA,  USDA,  DOI,  DOT,  FAA 
and  DO  J. 

The  Department  of  Commerce  also  advocated  on  Raytheon's  and  GE's  behalf  with 
regard  to  the  natural  gas  power  plant  in  Batangas,  the  Philippines. 

Southern  Electric  International:  The  Department  of  Commerce  advocated  on  the 
company's  behalf  in  Latin  America  last  March.  The  company  plans  to  take  advan- 
tage of  the  opportunities  offered  in  Chile  as  a  result  of  the  massive  privatization 
of  the  power  generation  market. 

Mission  Energy  Company:  After  3  years  of  effort  and  assistance  from  DOC,  Em- 
bassy and  several  other  USG  agencies.  Mission  Energy  and  its  partners  were 
awarded  $2.6  billion  power  plant  contract,  known  as  the  Paiton  Power  Plant  in  In- 
donesia. It  is  Indonesia's  first  private  power  plant.  U.S.  content  is  estimated  to  be 
$700  million  in  goods  and  services.  Eximbank  and  OPIC  provided  a  portion  of  the 
financing.  Extensive  embassy  support  as  well  as  coordinated  U.S.G.  efforts  contrib- 
uted to  the  project's  success.  The  Advocacy  Center  also  worked  closely  with  Mission 
on  the  Jojobera  power  project. 

The  AES  Corporation:  AES  Transpower  lb  Valley  project  was  the  second  "fast 
track"  power  project  to  receive  a  financial  counterguarantee  from  the  Government 
of  India.  The  agreement  paved  the  way  for  the  completion  of  the  negotiations  for 
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this  $630  million  power  plant  in  Orissa,  India.  Prior  to  the  Commerce  Department's 
January  trade  mission  to  India,  the  lb  Valley  power  project  was  just  one  of  seven 
under  negotiations  at  the  Finance  Ministry  to  receive  counterguarantees.  Even  2 
weeks  prior  to  the  visit,  lb  Valley  was  not  considered  a  likely  prospect  to  receive 
a  counterguarantee.  Strong  advocacy  from  both  the  DOE  and  the  Advocacy  Center 
turned  the  tide  for  this  project. 

Westinghouse  Corporation:  Commerce  Department  and  the  Embassy  in  China  as- 
sisted the  company  in  securing  several  power  projects  in  China  for  which  Westing- 
house  will  provide  equipment.  These  include  the  Ligang  power  plant,  with  U.S.  con- 
tent of  $143  million,  Dalian  power  plant  with  U.S.  content  of  $225  million  and 
Dandong  power  plant,  also  with  $225  million  U.S.  content. 

The  Advocacy  Center  is  also  working  with  the  Department  of  Energy  and  the  Em- 
bassy on  providing  advocacy  support  for  the  Shalangze  power  plant  in  China. 

The  USG  provided  advocacy  support  for  Westinghouse's  radar  systems  in  Greece 
and  Turkey  on  aircraft  upgrade  programs.  Commerce  also  supported  the  company 
in  Japan  on  anval  engine  competition  project  in  which  they  beat  Rolls  Royce. 

The  Advocacy  Center  and  the  Network  Agencies  have  been  working  with  the  com- 
pany's Dragon  Gate  nuclear  power  plant  in  Taiwan  for  the  last  2  years. 
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